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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13726/ July 8, 1977 


File No. S7-640 


PROVISION FOR NOTICES BY SELF-REGULATORY 
ORGANIZATIONS OF DISCIPLINARY SANCTIONS; 
STAYS OF SUCH ACTIONS; APPEALS; AND 
ADMISSIONS TO MEMBERSHIP OR ASSOCIATION 
OF DISQUALIFIED PERSONS 


ACTION: Final Rules. 


SUMMARY: These rules prescribe the form and 
content of notices to be filed with the Commission by 
self-regulatory organizations as required by the 1975 
Amendments to the Securities Exchange Act 
concerning formal and summary action taken by those 
organizations to discipline their participants and their 
members, and members’ officials and employees; 
procedures for stays of disciplinary sanctions or 
summary suspensions; appeals to the Commission 
from disciplinary sanctions imposed by self-regulatory 
organizations; and the admission to, or continuance 
in, membership or participation of persons who are, or 
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members who are associated with, disqualified 
persons. 


EFFECTIVE DATE: August 15, 1977 


FOR FURTHER INFORMATION CONTACT: 


M: Moskowitz, Assistant Director; 
Division of Market Regulation, 
Securities and Exchange Commission, 
Washington, D.C. 20549 
(202-755-1360). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of Securities Exchange Act Rules 19d-1, 2, 
and 3, and 19h-1 [17 CFR 240.19d-1, 2, and 3, and 
19h-1], effective August 15, 1977 under Section 6, 11A, 
15, 15A, 17, 17A, 19 and 23 of the Securities Exchange 
Act of 1934 (the “Act”) [15 U.S.C. 78a et seq., as 
amended by Pub. L. No. 94-29 (June 4, 1975)]. These 
rules were proposed in Securities Exchange Act 
Release No. 12561 (June 21, 1976) and were published 
in 41 FR 27004 (June 30, 1976). The rules are adopted, 
with certain minor modifications, as proposed. 


The substance of the Rules is as follows: 


1. Rule 19d-1 prescribes the form and content of 
notices that self-regulatory organizations (“SRO’s”) for 
which the Commission is the appropriate regulatory 
agency must file with the Commission concerning all 
final disciplinary actions, denials of membership, 
participation or association with a member, or 
prohibitions or limitations of access to services, and 
summary suspensions or limitations of membership, 
participation or association, ordered by it as to any of 
its members, participants, persons associated with a 
member or any other person. 


2. Rule 19d-2 prescribes the férm and content of 
applications to the Commission for stays of final 
disciplinary sanctions and summary actions of SRO’s. 


3. Rule 19d-3 prescribes the form and content of 
applications to the Commission for review of final 
disciplinary sanctions, denials of membership, 
participation or association with a member or 
prohibitions or limitations of access to services 
imposed by SRO’s. 


4. Rule 19h-1 presecribes the form and content of 
notices by SRO’s of proposed admissions to or 
continuances in membership, participation or associa- 
tion with a member of any person subject to a statutory 
disqualification and applications to the Commission for 
relief from a statutory disqualification. 
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References in the rules and in this release to 
self-regulatory organizations (SRO’s) include al’ 
national securities exchanges, registered securitie: 
associations and, depending on the context, all 
registered clearing agencies or registered clearing 
agencies for which the Commission is the “appropriate 
regulatory agency.”! 





1 As used in this Release, the term “‘bank clearing agency’ 
means a clearing agency for which one of the Federal 
bank regulatory agencies (the Board of Governors of 
the Federal Reserve System (the ‘‘Board’’), the Comp- 
troller of the Currency (the ‘“Comptroller’), and the 
Federal Deposit Insurance Corporation (the ‘‘FDIC’’)) 
is the appropriate regulatory agency. The term ‘‘non- 
bank clearing agency’’ means a clearing agency for 
which the Commission is the appropriate regulatory agency. 
See Section 3(a)(34)(B) of the Act. 


One of the Federal bank regulatory agencies is the ap- 
propriate regulatory agency for a participant in a bank 
clearing agency when the participant is a federally reg- 
ulated bank, bank holding company, or bank holding 
subsidiary (referred to in this Release as a ‘‘bank par- 
ticipant’’). The Commission is the appropriate regula- 
tory agency for all other participants in a bank clear- 
ing agency and for all participants in a non-bank clear- 
ing agency. See Section 3(a)(34)(C) of the Act. 


In general, the Federal bank regulatory agencies have 
specific jurisdiction under the Act to adopt compara- 
ble rules relating to clearing agencies and their partici- 
pants in situations where the Commission’s rules would 
not be applicable. The Commission has consulted with 
these banking authorities in adopting the Commission 
rules. See Section 17A(d)(3)(A)(i) of the Act. 


The various relationships between the Commission (as 
the appropriate regulatory agency) and clearing agen- 
cies and their participants, as contemplated by the 
present rules, may be summarized as follows: 


(1) Rule 19d-1 (notices of certain SRO jurisdictions) 
would be applicable only to non-bank clearing agen- 
cies in cases where the participant was either a bank 
or non-bank (see Section 19(d)(1) of the Act; 


(2) Rule 19d-2 (stays of certain adjudictions) and 19d- 
3 (appeals) would be applicable to participants in bank 
and non-bank clearing agencies in cases where the Com- 
mission was the appropriate regulatory agency for the 
participant (see Sections 17A(b)(5)(C) and 19(d)(2) of 
the Act); 


(3) Rule 19h-1 (proposed admissions and continuances 
of disqualified persons) would be applicable to all clear- 
ing agencies (bank and non-bank) regardless of whether 





Following publications of the rules for comment 
various interested self-regulatory organizations 
(SRO’s) submitted written comments primarily 
addressed to the following subjects: 


(1) the reporting of lesser disciplinary sanctions; 


(2) applications to the Commission for stays of SRO 
final actions; 


(3) time for appeals; 


(4) inter-SRO coordination of Rule 19h-1 applications; 


(5) admissions to membership or association of 
persons disqualified by a prior adjudication of a willful 
law violation where the sanction is no longer in effect or 
of disqualified persons previously so admitted to 
another SRO; and 


(6) the public availability of notices given by SRO’s to 
the Commission of SRO actions. 


These matters and the rules as adopted with minor 
modifications are discussed below. 


Background-Effect of the 1975 Amendments 


Before the Securities Acts Amendments of 1975 (the 
‘*1975 Amendments’’),? oversight powers of the 
Commission as a regulatory agency under the Act 
respecting disciplinary sanctions imposed by an SRO 





the participant was a bank or non-bank (see Sections 
17A(b)(4)(A) and 19(h)(2) of the Act). 


The bank regutatory agencies published proposed rules 
as follows: 


The Board (41 FR 26231 (June 25, 1976)); the Comp- 
troller (41 FR 26223 (June 25, 1976)); and the FDIC 
(41 FR 28544 (July 12, 1976)). In each instance, these 
proposed rules relate only to those SRO’s or SRO pro- 
ceedings which fall within their respective jurisdictions. 


In accordance with Section 17A(d)(3)(A)(i) of the Act 
(15U.S.C. 78q-1(d)(3)(A)(i), the Commission consulted 
and requested the views of the Federal bank regulatory 
agencies at least fifteen days prior to announcing the 
adoption of the Commission’s revised rules. The FDIC 
and the Comptroller announced the adoption of rules 
for SRO proceedings which fall within their jurisdic- 
tion. See 42 FR 19325 (April 13, 1977) and 42 FR 
26969 (May 26, 1977) respectively. The Commission 
has been advised by the Board that it anticipates that 
its rules relating to some of these matters will be adopted 
in the near future. 


2 Pub. L. No. 94-29 (June 4, 1975). 


were limited to review by the Commission of 
disciplinary and certain other adjudicatory actions 
taken by a registered securities association, i.e., the 
National Association of Securities Dealers, Inc. .(the 
“NASD”). No provision was made for review of 
disciplinary actions taken by national securities 
exchanges. In addition, except as to the NASD, no 
provision was made for Commission review of 
summary suspensions or limitations of membership, 
participation or association, or of denials of 
membership or association with a member, or 
prohibitions or limitations of access to services 
imposed by an SRO. 


The 1975 Amendments expanded direct oversight 
jurisdicition to cover disciplinary sanctions and denials 
of membership, participation or association imposed 
by an SRO (including clearing agencies which were, for 
the first time, required to register). The Act now 
provides that any SRO taking any such action must file 
a notice in such form containing such information as is 
prescribed by rule as necessary or appropriate in the 
public interest or for the protection of investors. 
Review of any action requiring the filing of a notice 
may be had either on the motion of the appropriate 
regulatory agency ‘(the Commission, except with 
respect to bank participants in bank clearing agencies) 
or on application of any person aggrieved by such 
action. On the other hand, appeals taken to the 
Commission do not automatically stay any action, as 
previously was the case in appeals to the Commission 
rom NASD action, although stays may be granted 
where appropriate. 


Furthermore, the 1975 Amendments grant specific 
authority, under certain circumstances, to any SRO to 
take summary action against members, participants or 
associated persons where such persons or associates 
have been suspended or expelled from membership or 
participation or barred or suspended from association 
with a member by another SRO. Any SRO may also 
summarily suspend a member or participant where the 
SRO determines that the member or participant is in 
such financial or operational difficulty so as to 
endanger investors, creditors, members of or 
participants in the SRO, or the SRO, or, as to a 
participant in a clearing agency, is in default of any 
delivery of funds or securities. 


Finally, the 1976 Amendments introduced the concept 
of a ‘‘statutory disqualification.’’ A person is subject to 
a statutory disqualification if such person: 


1. Has been and is expelled or suspended from 
membership or participation in, or barred or suspended 
from being associated with a member of, any SRO; 


2. Is subject to an order of the Commission denying, 
suspending or revoking his registration as a broker, 
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dealer or municipal securities dealer or barring his 
association with a broker, dealer or municipal 
securities dealer; 
sd 

3. By his conduct while associated with a broker, 
dealer or municipal securities dealer has been found to 
be the cause of any effective suspension or expulsion; 
or has associated with him any person who is known, 
or in the exercise of reasonable care should be known, 
to be a disqualified person; 


4. Has violated or participated in violating any 
provisions of the federal securities acts or the rules of 
the Municipal Securities Rulemaking Board; 


5. Has been convicted within the past ten years of any 
felony or misdemeanor which involves certain 
crimes relating, generally, to securities transactions or 
business, perjury or the misappropriation of funds or 
securities; 


6. Is enjoined from any action, conduct or practice in 
connection with the securities industry or the purchase 
or sale of any security;or 


7. Has willfully made application or submitted a 
report containing a false or misleading statement with 
respect to any material fact or omitted to state any 
material fact which is required to be stated to an SRO. 


A statutory disqualification does not necessarily bar 
the person from membership or participtation in an 
SRO. It permits the SRO to deny or condition the 
membership or participation or association with a 
member of such a person, but the Act requires the SRO 
to take such action if the Commission so orders. An 
SRO proposing to admit to membership, participation 
or association a person subject to a statutory disquali- 
fication must give notice to the Commission 30 days 
prior to such action. 


Discussions of the Rules 


The notice provisions contained in Rule 19d-1 require 
certain notices by SRO’s including national securities 
exchanges, registered securities associations, and 
registered (non-bank) clearing agencies. However, 
Rules 19d-2 and 3, relating to stays of final disciplinary 
sanctions and summary actions and review of final 
disciplinary sanctions, apply to any action taken by an 
exchange or association and to action taken by a 
clearing agency only to the extent that the Commission 
has review jurisdiction, that is, where the Commission 
is the “appropriate regulatory agency” for the person 
concerned. Thus, in cases where a bank is a participant 
in a registered bank clearing agency, a Federal bank 
regulatory agency rather than the Commission would 
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be the appropriate regulatory agency to review the 


actions taken by such clearing agency. ' 


Rule 19d-1 


Rule 19d-! provides for the content of notices relating 
to four general types of adjudicatory actions taken by 
an SRO, as follows: 


1. Notice of Final Disciplinary Action: Rule 19d-1 (c) 
and (d); 


2. Notice of Final Denial, Bar, Prohibition, 
Termination or Limitation Based on Qualification or 
Administrative Rules: Rule 19d-1{e) and (f); 


3. Notice of Final Action Based on a Statutory 
Disqualification: Rule 19d-1(g) and (h); and 


4. Notice of Summary Suspension of Membership, 
Participation, or Association or Summary Limitation or 
Prohibition of Access to Services: Rule 19d-1(i). 


Rule 19d-1 is based in large part on the informal 
procedures the Commission has developed in its 
oversight of the NASD in the past and is adopted with 
several objectives in mind. The first was to obtain a 
report from the SRO’s which would contain the 
organization’s statements in compliance with Section 
6(c) and (d), 15A(g) and (h) and 17A(b)(4) and 
(5) of the Act. These sections require that disciplinary 
sanctions, denials of membership, participation or 
association and similar adjudicatory findings include 
supporting statements of the SRO. The second 
objective was to satisfy, at the same time, the 
requirement of Section 19(d) that such actions be 
promptly reported to the Commission pursuant to 
Commission rule. 


The third objective was to ensure that such reports and 
notices supply sufficient information regarding the 
background, factual basis and issues involved in the 
proceeding to enable the Commission not merely to 
determine whether the case should be called up for 
review on the Commission’s own motion (which it is 
empowered to do under Section 19(d)(2)), but also to 
ascertain generally whether the SRO was adequately 
carrying out its responsibilities under the ACT. For the 
latter purcose, the Commission may review the matter 
to determine, for example, in the case of a disciplinary 
action (paragraphs 19d-1(d)(2) through (5) of the rule) 





3The Rule coordinates such notices with Rule 19h-1 


procedures obtaining relief from 


cations. 


statutory disqualifi 





whether the sanctions are adequate or excessive;4 
‘hether the Act, Commission rules, and the SRO rules 
e being properly interpreted and implemented by the 
SRO; and whether further direct action, such as a 
Commission enforcement proceeding under Sections 
15(b) and 19(h), or the adoption of additional or 
modified rules by the SRO or the Commission, is in 
order. , 


The informal reports of disciplinary actions the 
Commission has been obtaining from the NASD have 
been developed over the years with these objectives in 
mind. These reports have been in the form of 
administrative decisions similar to Commission 
decisions in broker-dealer remedial proceedings under 
Section 15 of the Act. Rule 19d-1 continues that 
practice on a formal basis and extends it to the 
exchanges and clearing agencies for which the 
Commission is the appropriate regulatory agency. 


In addition, these formal, reasoned opinion have been 
obtained not only for NASD cases where findings of 
violations were made and sanctions imposed, but also 
for proceedings where charges were dismissed and no 
action taken. While Section 19(d)(1) of the Act appears 
to require the SRO to report only proceedings in which 
sanctions were imposed, Rule 19d-1 requires SRO’s to 
file notices of both the imposition of sanctions as well 
as the dismissal of charges.5 Reports of the latter 

ases have been demonstrably valuable to the 
commission in overseeing NASD regulatory perform- 
ance.® 





*The Commission does not have jurisdiction to increase 
sanctions in the cases it reviews. It may only affirm or 
lessen the sanction. See Section 19(e)(2) of the Act. 


SBecause of this difference between the statutory pro- 
visions and the scope. of Commission oversight require- 
ments, it has been necessary in Rule 19d-1_ to include 
the concept of ‘“‘disciplinary actions.’ Reports of dis- 
missals are required pursuant to the Commission’s power 
under Section 17(a) to require from SRO’s (and others). 


SSubparagraph (d)(2) of the Rule requires that the no- 
tice include a statement describing the origin of the action. 
The term “origin’’ includes such detection mechanisms 
as a regular or special inspection, public complaint, no- 
tice of termination of employment filed by a member, 
free-riding questionnaire, etc. Although this item is also 
not in response to a statutory requirement, it is included 
since, in the Commission’s oversight of the various SRO’s, 
such information, which the NASD has long included in 
its reports to the Commission, should provide useful 
‘nsight into the adequacy of the SRO’s surveillance and 
inspection programs. 


For similar reasons, “disciplinary actions” include (for 
reporting purposes) other kinds of adjudicatory action 
which, while not treated by the Act in precisely the 
same framework as disciplinary matters, are, as a 
practical matter, quite similar. Thus, for example, 
“denial” proceedings contemplated by Sections 6(c)(3) 
and 15A(g)(3)? under which a member or associated 
person is excluded or restricted on the basis of a 
violation of just and equitable principles of trade anda 
finding of “reasonable likelihood” of repetition would 
be reported to the Commission under the rule in 
essentially the same format as disciplinary actions 
against members, associated persons of members, 
etc.8 


The basic objectives of the reporting requirements for 
other categories of adjudicatory actions are essentially 
the same as those for disciplinary actions; but the 
formats for such reports, particularly as to their 
contents, are different in certain important respects, 
primarily because the proceedings themselves are 
quite different. For example, where a proceeding is 
based upon a previously adjudicated disqualification 
(such as a conviction or Commission order of 
revocation) and results in a denial of membership, 
participation, association or access, again based on 
Commission experience with such types of 
proceedings before the NASD, the SRO’s report can be 
expected usually to reflect the results of a probationary 
type hearing. Therefore, the decisional report required 
for Commission review (Rule 19d-1(g) and (h)), both 
from the appellate and oversight viewpoints, generally 
should not look like a disciplinary decision. 
Nevertheless, in both types of situations the 
Commission’s oversight objectives would best be 
served by a reasoned, written opinion as a basis for 
review, and Rule 19d-1 so provides. 


Reports of denials based on a failure to meet minimum 
qualification standards (Rule 19d-1(e)), such as a 
failure to pass an examination, also introduce some 
special or unique needs in regard to reporting 
requirements. These actions are not “disciplinary” in 
the usual sense of that term and generally involve 
simple fact questions. Further, the SRO should 
normally have no discretion as to the action it will be 





7There is no parallel provision in Section 17A with re- 
spect to participation in a registered clearing agency. 


8Similar considerations are applicable to denial pro- 


ceedings based on unadjudicated ‘‘statutory disquali- 
fication” of the kind prescribed in 3(a)(39)(D) and (E) 
(except that part of (E) relating to prior convictions). 
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required to take.? A separate type of report for such 
actions, which need not be in the form of a reasoned 
opinion, would therefore be sufficient. 
% 

Similarly, as to the fourth type of notice covered by 
Rule 19d-1, notice of summary suspensions (paragraph 
19d-1(i) of the rule), a relatively brief report is required 
containing just enough information so that if a 
Commission stay is sought, the Commission has 
sufficient basic information to focus on the situation in 
an expeditious fashion. 


In addition to the notices (or reports) required by Rule 
19d-1, the Federal bank regulatory agencies may 
require similar reports of registered bank clearing 
agencies in some cases where the Commission has 
review authority!® Since under Sections 17(c)(1) and 
19(d)(1) of the Act copies of such reports will be 
furnished to the Commission, no substantial 
administrative problem should arise from that division 
of authority." 


SRO notices of final actions taken for minor rule 


infractions in disciplinary proceedings under proposed 
Rule 19d-1 


Several SRO’s have commented that the reporting of 
minor sanctions '?in disciplinary actions based on 
violations of SRO rules is of limited value for the 
purposes of Commission review or oversight, would not 
“serve any significant regulatory purpose,” and would 





°E.g., if an individual fails to pass an examination, he 
usually cannot be admitted to association with a mem- 
ber under any condition, if entry fees are not paid by 
the applicant, the application must be denied. 


10Under Section 19(d)(1), the appropriate Federal 
bank regulatory agencies are directed to prescribe the 
form of notice for disciplinary and denial actions of 
bank clearing agencies against non-bank participants, 
where the Commission has appellate jurisdiction. 


11Section 17A(d)(3)(A)(i) requires that the Commis- 
sion and the bank regulatory agencies consult with and 
request the views of the other agencies ‘‘at least fifteen 
days prior to the issuance for public comment of any 
proposed rule’ or adoption of any rule relating to a 
bank clearing agency. 


12Eor example, various SRO’s postulated $25 fines for 
failure to wear a nectie or time stamp a ticket, or for 
bringing food on the floor; “fines’’ of less than $500 
for failures to file timely financial information, to com- 
ply with instructions respecting exercise notices, or to 
pick up clearing agency reports; ‘‘fines’’ relating to ‘‘or- 
der and decorum”; and “fines” for late payments by 
a clearing coporation member. 


1112/SEC DOCKET 


entail excessive costs to the SRO in light of the usually 
de minimus nature of the violations and sanctions 
imposed. 


First, the Act requires that SRO’s give the Commission 
notice of a// sanctions.'%As to each such matter, certain 
minimum information is required by the Commission 
so it may be informed of the matter and (1) take 
appropriate action on review of the SRO action on its 
own motion (Section 19(d)(2) of the Act) or (2) in the 
exercise of the Commission’s more general oversight 
responsibilities take other remedial action—e.g., 
initiate administrative or injunctive proceedings, refer ° 
the matter for criminal prosecution, institute 
rule-making proceedings, etc. 


In addition, notices of disciplinary actions filed 
pursuant to Rule 19d-1, while normally subject to the 
rather complete reporting mechanism contemplated by 
subparagraphs (d) and (f), including the necessity fora 
reasoned opinion, need not include more detail than 
necessary. Thus, the introductory language of both (d) 
and (f) provides that the notice shall contain only so 
much of the specified information as “appropriate.” 
This affords considerable latitude for keeping the 
reporting burdens to a minimum. For instance, when 
minor matters are considered to result in sanctions 
(see footnote 13, supra) the report should ordinarily be 
relatively brief and provide the Commission only with 
sufficient information to identify the SRO rules and 
persons involved, a short fact statement, and the 
sanction. 


Moreover, these minor disciplinary cases are almost 
always uncontested. In such instances, it would be 





‘3While some small dues, fees or charges (such as clear- 
ing agency error charges) intended at least in part to de- 
fray additional costs incurred by the SRO as a result 
of an act or failure to act to which the charges apply 
may also have some remedial impact, they would nor- 
mally not be considered ‘“‘sanctions.’’ In general, such 
a fee or charge levied by an SRO (i) which is based 
solely on an administrative or procedural discrepancy 
(ii) as to which no discretion rest with the SRO con- 
cerning its application or amount and (iii) which is spe- 
cifically provided for in the rules of the SRO and is 
fixed would not be considered a ‘‘sanction.’’ Such lev- 
ies would therefore normally be treated as non-discipli- 
nary in character and would be reported to the Com- 
mission only if contested in an SRO administrative 
hearing (see paragraphs (e) and (f) of Rule 19d-1). 


'4Section 19(d)(1) of the Act provides that the Com- 
mission (as the appropriate regulatory agency) may re- 
quire such information, by rule, as it ‘‘may prescribe as 


necessary or appropriate in furtherance of the purposes 
of this title.”’ 





“appropriate” that the notice contain only that 
information relating to the SRO action described in 
subparagraph (1) of Rule 19d-1(d) concerning the 
identity of the respondent and the charging party; in 
subparagraphs (3) and (4) concerning the specific 
violations charged; in subparagraph (5) concerning the 
sanction imposed; and in subparagraph (2) concerning 
the origin of the action (which may consist of one word 
(“inspection”) or a phrase (“witnessed on floor’)). It 
need not contain the “reasoned opinion” discussing 
the ‘‘issues’’ as set forth, for example, in subparagraph 
(4) which would be “inappropriate” in an uncontested 
case. On the other hand, if the matter were contested, 
then a more detailed notice would generally be 
“appropriate” and should include a more detailed fact 
statement, the answer of the respondent to the charges 
(subparagraph (3)) and the statement of the SRO “in 
support of the resolution of the principal issues” 
(subparagraph (4)). This information is needed for 
Commission review and oversight. 


In addition, non-disciplinary matters would be reported 
to the Commission under Rule 19d-1(e) only where the 
SRO has taken a final action as to a failure to (1) passa 
test, (2) comply with qualification standards, or (3) 
comply with administrative requirements ‘‘... not 
involving charges of violations which may lead to a 
disciplinary sanction ...’’ The proviso to that 
subparagraph states that no disposition of such 
matters is considered “final” (and thus requiring a 
notice by the SRO to the Commission) if the person 
has not sought an adjudication, including a hearing, 
and exhausted his administrative remedies within the 
SRO. The rule therefore would, in light of past NASD 
experience, result only very rarely in notice filings of 
these matters by any SRO. On the other hand, the rule 
and the 1975 Amendments do require in such matters 
that the aggrieved person be afforded a hearing, if 
requested.'5 


Applications to the Commission for Stays of SRO Final 
Action. 


Proposed Rule 19d-1(d)(6) would have required that 
each SRO, in its notice of final disciplinary action, 
include a statement “concerning whether any stay of 
any sanction imposed should be granted. . .”'After 





1SEg., see Sections 6(d)(2) and 15A(h)(2) of the Act. 
The appeal to the Commission from a ‘‘final disciplinary 
sanction’ and from a denial, bar, prohibition or limi- 
tation of membership, association, participation or 


access to services is governed by Section 19(d) of the 
Act. 


1©See Section 19(d)(2) and former Section 15A(g) of 
the Act. 


considering the comments which were received, the 
Commission determined to delete that provision." 


Rules 19d-2 and 19d-3. 


The provisions of Rule 19d-2 and 3, which set forth 
certain Commission review procedures and are not 
reporting rules, as such, are specifcally not applicable 
to actions over which the Commissin does not have 
review jurisdiction. Thus, those rules apply in the case 
of a bank or non-bank clearing agency only where the 
disciplinary or denial action is taken against a 
participant or applicant for which the Commission is the 
appropriate regulatory agency. 


Rule 19d-2 prescribes the contents of applications for 
stays of disciplinary sanctions and summary suspension 
imposed by an SRO. Persons desiring to stay SRO 
actions (including those of the NASD) are required to 
make application pursuant to this rule. The 1975 
Amendments abrogated the automatic stay provisions 
for NASD disciplinary actions which Section 15A(g) of 
the Act previously contained and sanctions may now 
become effective upon the date set by the SRO unless 
the Commission orders a stay. 


Rule 19d-3 provides procedures for applications for 
review of all final disciplinary sanctions, membership 
denials, and similar actions of SRO’s. The Secretary of 
the Commission will serve a copy of the application for 
review on the SRO which, within 10 days, must certify 
and file with the Commission one copy of the record and 
seven copies of an index of the record. The Secretary 
will then serve on the parties copies of the index and 
any papers subsequently filed. The applicant may file a 
brief within 20 days after receipt of the copy of the 
index and, within 20 days thereafter, the SRO shall file 
its brief. Oral argument may be requested by the appli- 
cant or the SRO which request may be granted or 
denied at the discretion of the Commission. These pro- 
cedures are essentially the same as those found in 
present Rule 15Ag-1 (as to the NASD), which is 
rescinded. 


Time for Appeals; Rule 19d-3 


As proposed for adoption, Rule 19d-3(b) provided that 
an applicationfor review of a final disciplinary sanction 
and other actions shall be filed within 30 days after 
notice was filed with the Commission “and received by 
the aggrieved person applying for review...” (See 





17Proposed subparagraph (7) has been renumbered (6). 
When a stay application is received the staff will, as ap- 
propriate, contact the concerned SRO expeditiously 
to determine its position on the application. 
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Section 19(d)(2) of the Act.) However, one 
commentator noted that this provision could result in 
“The appeal period being open-ended in certain cases” 
where the aggrieved person has not timely received a 
copy of the notice, for whatever reason. Although the 
term “received by the aggrieved person” could be so 
interpreted, it is the language of the statute. 
Accordingly, all SRO’s are advised to review their rules 
and membership/registration agreements (or partici- 
pation agreements) to be sure that the problem is dealt 
with—e.g., by providing that a mailing to any partici- 
pant, member or associated person directed to 
the latest address carried on the records of the SRO for 
such person constitutes proper service within the 
meaning of its rules. 


Rule 19h-1 


Rule 19d-1 excludes from its scope (in paragraph (a)) 
notice of an SRO action to condition or limit 
membership, participation or association with a 
member, or access to services based upon a statutory 
disqualification, as defined in Section 3(a)(39) of the 
Act, where the SRO and the parties involved have 
agreed on the conditions or limitations. Such notices 
shall be filed with, and reviewed by, the Commission 
under Rule 19h-1 since, as has been past practice with 
the NASD,"%all of these actions will be reviewed by the 
Commission (for all SRO’s) on the merits and not 
merely where an appeal is taken from the SRO action or 
the Commission calls up the matter. Thus, Rule 19h-1, 
which establishes that review mechanism, requires the 
immediate submission of the full record in the 
proceeding before the SRO and not simply an initial, 
summary report of action (or proposed action) as in 
other kinds of adjudications. 


Paragraph (a) of Rule 19h-1 requires the filing of the 
notice and supporting record of the proposed 
admission or continuance, but paragraph (b) provides 
that after the first filing of such notice by any SRO, a 
second notice representing the same proposed 
employment need not be filed by another SRO if the 
second SRO agrees with the terms and conditions of 
the notice filed by the first SRO. 


The problem of coordinating SRO notice filings 
involving admission to or continuance in membership 





18Proposals by SRO’s for admission or continuance in 
business of disqualified persons previously were sub- 
mitted only by the NASD pursuant to current Rule 
15AB-1. Such actions may now be proposed by any SRO, 
including an exchange or clearing agency. Before the 
1975 Amendments there were no specific statutory pro- 
visions relating to Commission oversight of the exchanges 
and clearing agencies in this area. 
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or association of disqualified persons who are or 
propose to become members or associated with a 
member of more than one SRO was noted in the 
Commission Release proposing adoption of Rule 
19h-1.'9The rule would permit one SRO to concur in an 
application for continuance in membership or 
association of a disqualified person filed by another 
SRO, which concurrence would be noted in the 
application. (See Rule 19h-1 (c)(6).) In other words, if a 
member of the NASD and the NYSE, for example, 
proposed association with a disqualified person, the 
NASD (assuming it proceeded first) would file notice 
with the Commission, noting the NYSE concurrence (if 
it concurred) in the application. Thus, the rule provides 
a mechanism for the interested. self-regulatory 
organizations to consult with one another, so they 
would arrive, by mutual agreement, at an appropriate 
division of labor for assembling the record needed for 
ultimate Commission action. Still, if in the example the 
NYSE did not concur, a separate NYSE proceeding 
would be necessary and the member could appeal the 
exchange’s denial of association to the Commission if 
it so desired. 


Paragraph (d) provides generally that, at the time of the 
filing of a notice, an application may be made directly 
to the Commission for an order stating that the 
Commission will not proceed under Section 15(b) or 
19(h), notwithstanding the disqualification.?° 





19SEA Rel. 12561 (June 21, 1976), 9 SEC Docket 935 
at p. 939. Inter-SRO coordination, or allocation of regu- 
latory responsibility, has also been the subject of Com- 
mission action in the adoption of Rule 17d-1, relating 
to the allocation of SRO responsibility for financial in- 
spections of members of the Securities Investor Pro- 
tection Corporation who are members of more than one 
SRO, and the adoption of Rule 17d-2, which would per- 
mit SRO’s having common members to file a plan with 
the Commission allocating specified regulatory responsi- 
bilities for such common members (SEA Rel. 12352, 
9 SEC Docket 450, April 20, 1976)‘ 


2°Section 15(b) of the Act empowers the Commission 
to impose sanctions, including revocation of broker-dealer 
registration, on any person who has been found to have 
committed certain offenses (as set forth in paragraph 
(4) or (6) of that Section), which findings are included 
within those constituting a ‘‘statutory disqualification” 
(as defined in Section 3(a)(39)) from SRO ,member- 
ship, participation or association. In addition, Section 
19(h) empowers the Commission to suspend or bar 
persons from SRO membership, participation or asso- 
ciation based on similar types of findings. 





The provisions of Sections 6(c)(2), 15A(g)(2), and 
17A(b)(4)(A) of the Act (which Rule 19h-1 would 
implement in part) specifically require that notice be 
given (at least 30 days in advance) to the Commission 
by SRO’s respecting proposed admissions of 
disqualified persona; paragraph (a) of the Rule requires 
the filing of a notice not only where the SRO has 
determined to admit a disqualified person initially 
seeking entry or re-entry, but also where the SRO 
proposes to continue a disqualified person in 
membership or association. In either type of situation, 
the Commission, depending upon the nature of the 
disqualification, may have indipendent authority under 
Section 15(b) or 19(h) effectively to prevent the admis- 
sion or continuance and will need to have the informa- 
tion called for in the notice to determine if it wishes to 
exercise that power. 


Paragraph (3) describes the contents of an application 
made pursuant to paragraph (d) and paragraph (f) is de- 
finitional. 


Finally, paragraph (g) and (h) set forth the procedures 
for Commission consideration of a paragraph (d) 
application. 


“Secondary” Associations. 


The Commission noted a problem under Rule 19h-1, as 
originally proposed, which could have arisen when an 
SRO member has (or proposed) an affiliation with a 
non-broker or dealer entity not in the securities 
business which entity in turn is disqualified or 
proposes association with it of a disqualified person. 
Under the 1975 Amendments such persons would be 
included within the statutory definition of the term 
“person associated with a member” since the defini- 
tion (see Section 3(a)(21) of the Act) includes “any 
person directly or indirectly controlling, controlled by, 
or under common control with such member. . .” 


Weighed against the burdens that could be imposed 
upon all concerned, particularly where the member is 
one affiliate in a large diversifed corporate complex, 
there is little regulatory benefit to be derived from 
requiring SRO’s to determine and notify the Commis- 
sion of, for example, the employment of a disqualified 
person in non-securites affiliates where the individual 
is not in a control position vis a vis the member firm. 


On the other hand, nonmember affiliates which are in 
the securities business are of significant regulatory 
concern in the context of the purposes of the reporting 
requirements of the Rule. However, those affiliates 
will, unless not registered with the Commission, gen- 
erally fall under the immediate jurisdiction of another 
SRO (or the Commission if it is a “SECO” firm) which 
would be responsible for compliance with the Rule as to 
both the affiliate and its personnel. 


Therefore, in order to minimize the burdens and avoid 
unnecessary duplication of effort, the Commission has 
determined to add the following sub-paragraph to Rule 
19h-1(a): 


With respect to a person associated with a member of a 
national securities exchange or registered securities 
association, notices need be filed with the Commis- 
sion pursuant to this rule only if such person (1) 
controls such member or is a general partner or officer 
(or person occupying a similar status or performing 
similar functions) or an employee of such member, or 
(2) is a broker or dealer not registered with the 
Commission, or controls such (unregistered) broker or 
dealer or is a general partner or officer (or person 
occupying a similar status or performing similar 
functions) of such broker or dealer.”' 


Admission by an SRO of a disqualified person pre- 
viously admitted to or continued in membership or 
association with a number of another SRO; and 


Admission by an SRO of a person disqualified by a 
prior adjudication of a willful violation where the sanc- 
tion is no longer in effect. 


A commentator on proposed Rule 19h-1 pointed to a 
potential problem in situations where an admission is 
proposed for a person who is subject to a statutory dis- 
qualification but who is already properly admitted to or 
continued as a member or person associated with a 
member~of another SRO. To illustrate, assume that an 
NASD member firm which employs a person who had 
been the subject of a statutory disqualification and was 
permitted to re-enter, by virtue of an NASD 
continuance proceeding before the 1975 Amendments 
or a Rule 19h-1 order (after adoption of that rule), now 
wishes to join another SRO (e.g., the Chicago Board 
Options Exchange (“CBOE”)). The conditions of the 
prior association would have been determined in the 
course of the prior proceeding. Read literally, the pro- 
visions of Section 6(c)(2) or 15A(g)(2) of the Act (and 
proposed Rule 19h-1) might suggest that the firm 
cannot become a member of the other SRO (the CBOE) 
except upon notice by that other SRO to the 
Commission of the proposed admission. The necessity 





*!The term “control” is thereafter defined in subpara- 
graph 19h-1(f)(2). 


*?For the purposes of abbreviating this discussion, 
“membership” and “association with a member” 
should be deemed to include “‘participation” and “‘access 
to services’’ so as to include all relationships and SRO 
actions described in Section 19(d)(1) of the Act. 
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for such a further, largely duplicative, proceeding 
appears doubtful.”° 


In other situations, respondents in SRO or Commis- 
sion proceedings frequently are sanctioned for a willful 
violation of one or more federal securities law 
provisions by a censure, fine, or temporary bar or 
suspension of association or membership. In such 
cases the respondent’s continued or future 
membership or association is contemplated by the 
sanction, i.e., by virture of its one time effect (e.g., a 
censure or fine) or expiration of terms (e.g., a 
suspension). Under the literal wording of the statute 
(see Sec. 3(a)(39)(E) and 15(b)(4)), however, the finding 
of violation constitutes a separate ‘‘statutory disqualifi- 
cation’’ and the notice provisions of the Act (Sections 
6(c)(2), 15A(g)(2), and 17A(b)(4)(a)) apparently come 
into effect if the person changes employment (or if, as a 
participant, the person seeks entry to a clearing 
agency). Because of these circumstances and, since the 
sanction would have been the subject of a notice to the 
Commission under Rule 19d-1 (or, for actions prior to 
the 1975 Amendments, under previous informal pro- 
cedures), the continuance or a subsequent re-entry of 
the violator should not require a separate notice or 
continuance or re-entry proceeding. 24 


Accordingly, to deal with the above two types of 
problems, proposed Rule 19h-1 has been revised by the 
addition of the following paragraph to paragraph (a) of 
the Rule, as adopted: 


A notice need not be filed with the Commission pursu- 
ant to this rule if (1) the person subject to the statutory 
disqualification is then a participant in, a member of, 





230f course, the second SRO may determine to deny, 
or further condition or limit the ‘membership or asso- 
ciation, and, if it does so, such action would be the 
subject of a reviewable notice to the Commission un- 
der Section 19(d)(1). 


In cases where the terms and conditions of employment 
of a disqualified person (other than the firm’s SRO mem- 
bership) are changed materially by the firm, or where 
the employer is changed, an application for modification 
of the prior clearance or for a new clearance must be 
first made to the SRO and, in most instances, approved 
by the Commission. 


24However, as to those types of sanctions which are 
exclusionary (expulsions, permanent bars, etc.) there 
would be a need, despite a previous clearance, for a 
notice and Commission review to determine whether 
a new continuance or re-entry is appropriate. 
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or a person associated with a member of, another 
self-regulatory organization of a willful violation of the 
sion or continuance is on essentially the same terms 
and conditions as imposed in connection with such 
person’s prior admission or continuance pursuant to an 
order of the Commission under subparagraph (d) of 
this rule or otherwise, or (2) the sole such disqualifica- 
tion consists of a finding by the Commission or a 
self-regulatory organization of a willful vilation of the 
Act, the Securities Act of 1933, the Investment 
Advisers Act of 1940, the Investment Company Act of 
1940, or arule or regulation under one or more of such 
Acts and the sanction for such violation is no longer in 
effect. 


Public availability of Non-Adverse Actions. 


Securities Exchange Act Release No. 12561, in which 
proposed Rule 19d-1 was published for public 
comment, contained a discussion of the interaction of 
the Freedom of Information Act (“FOIA”) and new 
Section 24 of the Act which provides that all reports 
filed with the Commission pursuant to the Act are 
“records” for the purposes of the FOIA and, 
consequently, publicly available on request (absent an 
exemption). Those provisions of new Section 24 were 
derived verbatim from S.249, and the report of the 
Senate Committee accompanying that bill, in 
commenting on the proposed procedural aspects of the 
various types of SRO adjudicatory proceedings, 
states:25 


The Committee . . . believes that full and adequate 
disclosure of quasi-adjudicatory action is a matter of 
sufficient importance not to be left to the “reconsidera- 
tion” of the self-regulatory agencies [as recommended 
by a Commission-appointed advisory committee]. Ac- 
cordingly, Section 19(d) would require the self-regula- 
tory organization to file with the appropriate regulatory 
agency for the self-regulatory organization, and with 
the appropriate agency for the member, participant, 
applicant or other person affected (if other than the 
organization), notice of all final quasi-adjudicatory 
actions affecting members and nonmembers. That 
agency would have the power to prescribe the informa- 
tion to be included in the notices, and it would be 
required to make all notices available for public 
inspection. [Emphasis supplied.] 


In the Release the Commission invited comment on the 
question of whether reports (or ‘‘notices’’) to the Com- 
misson where no sanction or other adverse action 





25Securities Acts Amendments of 1975, ‘Report of 
the Senate Committee on Banking, Housing and Urban 
Affairs to accompany S.249," S. Rep. No. 94-75, 94th 
Cong., 1st Sess. (1975), at p. 26. 











was taken by an SRO should be required or be made 
publicly available. 


Comments received from the SRO’s were uniformly 
opposed to making non-adverse reports publicly avail- 
able, generally on the basis that such availability might 
unnecessarily damage the reputations of firms and 
associated persons concerned.”° 


In addition, commentators have pointed out that, since 
Section 19(d)(1) of the Act requires reports of “final 
disciplinary sanctions,” where an SRO has not 
imposed a disciplinary sanction that Section does not 
require that a non-adverse report be filed with the 
Commission. Indeed, one commentator has argued that 
the Commission does not have “jurisdictional author- 
ity” to require “notice in situations involving not guilty 
decisions and withdrawal of charges?’as Rule 19d-1(c) 
would require. However, these latter comments do not 
consider the authority given the Commission in 
Section 17(a) of the Act to require national securities 
exchanges, associations and registered clearing 
agencies to ‘‘furnish . . . such reports as the Commis- 
sion, by rule, prescribes as necessary or appropriate in 
the public interest . . . or otherwise in furtherance of 
the purposes...” of the Act. Accordingly, the 
authority of the Commission to require non-adverse 
reports, which it believes should be asserted here, is 
contained in the Act. 


After consideration of the comments and expressions 
of Congressional sentiment respecting greater 
accountability of public agencies2® and quasi-public 
organizations,2? the Commission has determined to 
require the filing and public availability of notices of 
non-adverse determinations but permit the SRO to 
delete identifying information such as the names of 
innocent firms or individuals involved in the matter. 





2©Only one other comment was received and that was 
also opposed to the public availability of non-adverse 
determinations. 


27This comment on “withdrawal of charges’ may be 
an overstatement since such action probably would 
not be ‘‘final’’ and, hence, not reportable under the 
Rule. The usual sense of the term “withdrawal” sug- 
gests the charges were dropped before formal proceed- 
ings were held resulting in a ‘‘final action.” 


28See Freedom of Information Act, 5 U.S.C. 552(b), 
Pub. L. 89-554, Sept. 6, 1966; Government in the Sun- 
shine Act, 5 U.S.C. 552b, Pub. L. 94-409, § 3(a), Sept. 13, 
1976. 


22 See Section 24(a) of the 1975 Amendments and foot- 
note 25, supra. 


Bearing in mind the fact that SRO disciplinary actions 
are, as contemplated, generally instituted and adjudi- 
cated by lay persons (i.e., business men and women) 
who conduct their proceedings in a less formal manner 
than governmental bodies,° there may well be some 
unjustified damage to the business reputations of 
persons in the securities industry which can result from 
full disclosure of their identity when accused, but found 
innocent, of misconduct. 


On the other hand, by providing for such notices of 
non-adverse determinations, by SRO’s to the 
Commission, even with identifying information 
deleted, the Commission would, for oversight pur- 
poses, be alerted promptly to the dismissal of charges. 
Of course, the Commission staff, in the course of its 
review of the notice, could request the production of 
such identifying information (if considered necessa- 
ry).3’ Furthermore, disclosure of the substantive 
aspects of a non-adverse determination by an SRO may 
be valuable to the brokerage community and others in 
providing guidance as to how the SRO interprets and 
applies the securities laws, its own rules and those of 
the Commission. 


For the above reasons, the Commission has revised 
Rule 19d-1(d)(1) to provide that all notices be publicly 
available but that as to non-adverse notices the names 
of respondents involved and other identifying informa- 
tion may, at the option of the SRO*?, be deleted. 


Revocation of present Rules 15Ab-1 and 15Ag-1 under 
the Act. 


Since the subject matter of present Rules 15Ab-1 and 
15Ag-1 would now be encompassed by the new Rules 
adopted herein, present Sections 240.15Ab-1 and 
15Ag-1 are hereby rescinded. 


The texts of the rules adopted are as follows: 


§240.19d-1 Notices by self-regulatory organizations of 
final disciplinary actions, denials, bars, or limitations 
respecting membership, association, participation, or 
access to services, and summary suspensions. 





3% See, “In the Matter of the NASD, Inc.,” 17 SEC 459, 
468-70(1944). 


31 See Section 17(a)(1) of the Act. 


321m some cases, a respondent (perhaps because of prior 
news stories of impending SRO action) may desire that 
the non-adverse notice be made publicly available with 
identifying information. Therefore, Rule 19d-1(d)(1) 
would also provide for such disclosure. 
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GENERAL 


(a) If any self-regulatory organization for which the 
Commission is the appropriate regulatory agency takes 
any action described in this rule to which the person 
affected thereby has consented and such action 


(1) conditions or limits membership or participation 
in, association with a member of, or access to services 
offered by, such organization or member thereof and 
(2) is based upon a statutory disqualification defined 
in Section 3(a)(39) of the Act, 

notice thereof shall be filed under Rule 19h-1 and not 
under this rule. 


(b) The notice requirement of Section 19(d)(1) of the 
Act, concerning an action subject to such section 
taken by a self-regulatory organization for which the 
Commission is the appropriate regulatory agency, 
shall be satisfied by any notice with respect to such 
action (including a notice filed pursuant to this rule) 
which contains the information required in the 
statement supporting the organization’s determination 
required by Section 6(d)(1) or (2), Section 15A(h)(1) or 
(2), or Section 17A(b)(5)(A) or (B) of the Act, as 
appropriate. 


NOTICE OF FINAL DISCIPLINARY ACTION 


(c) Any self-regulatory organization for which the 


Commission is the appropriate regulatory agency that 
takes any final disciplinary action with respect to any 
person shall promptly file a notice thereof with the 
Commission in accordance with paragraph (d) hereof. 
For the purposes of this rule, a ‘‘final disciplinary 


action’’ shall mean the imposition of any final 
disciplinary sanction pursuant to Section 6(b)(6), 
15A(b)(7), or 17A(b)(3)(G) of the Act or other action of a 
self-regulatory organization which, after notice and 
opportunity for hearing, results in any final disposition 
of charges of: 


(1) one or more violations of — 

(i) the rules of such organization; 

(ii) the provisions of the Act or rules thereunder; or 
(iii) in the case of a municipal securities broker or 
dealer, the rules of the Municipal Securities Rulemak- 
ing Board; 

(2) acts or practices constituting a statutory disqualifi- 
cation of a type defined in subparagraph (D) or (E) 
(except prior convictions) of Section 3(a)(39) of the Act; 


or 


(3) in the case of a proceeding by a national securities 
exchange or registered securities association based on 
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Sections 6(c)(3) (A)(ii), 6(c)(3)(B)(ii), 15A(g)(3)(A)(ii) or 
15A(g)(3)(B)(ii) of the Act, acts or practices inconsis- 
tent with just and equitable principles of trade. 


CONTENTS OF NOTICE REQUIRED BY PARA- 
GRAPH (c) 


(d) Any notice filed pursuant to paragraph (c) hereof 
shall consist of the following, as appropriate: 


(1) the name of the respondent concerned together 
with his last known place of residence or business as 
reflected on the records of the self-regulatory organiza- 
tion and the name of the person, committee, or other 
organizational! unit which brought the charges involved; 
except that, as to any respondent who has been found 
not to have violated a provision covered by a charge, 
identifying information with respect to such person may 
be deleted insofar as the notice reports the disposition 
of that charge, unless, prior to the filing of the notice, 
the respondent requests otherwise; 


(2) a statement describing the investigative or other 
origin of the action; 


(3) as charged in the proceeding, the specific provi- 
sions of the Act, the rules or regulations thereunder, 
the rules of the organization, and, in the case of a reg- 
istered securities association, the rules of the Munici- 
pal Securities Rulemaking Board, and, in the event a 
violation of other statutes or rules constitutes a 
violation of any rule of the organization, such other 
statutes or rules; and a statement describing the 
answer of the respondent to the charges; 


(4) a statement setting forth findings of fact with 
respect to any act or practice which such respondent 
was charged with having engaged in or omitted; the 
conclusion of the organization as to whether such 
respondent is deemed to have violated any provision 
covered by the charges; and a statement of the 
organization in support of the resolution of the princi- 
pal issues raised in the proceedings; 


(5) astatement describing any sanction imposed, the 
reasons therefor, and the date upon which such 
sanction has or will become effective, together with a 
finding, if appropriate, as to whether such respondent 
was a Cause of any sanction imposed upon any other 
person; ond 


(6) such other matters as the organization may deem 
relevant. 


NOTICE OF FINAL DENIAL, BAR, PROHIBITION, TER- 
MINATION OR LIMITATION BASED ON QUALIFICA- 
TION OR ADMINISTRATIVE RULES 








(e) Any final action of a self-regulatory organization 
for which the Commission is the appropriate regulatory 
agency that is taken with respect to any person consti- 
tuting a denial, bar, prohibition, or limitation of 
membership, participation or association with a 
member, or of access to services offered by a self-reg- 
ulatory organization or a member thereof, and which is 
based on an alleged failure of any person to: 


(1) pass any test or examination required by the rules 
of the Commission or such organization; 


(2) comply with other qualification standards esta- 
blished by rules of the Commission or such organiza- 
tion; or 


(3) comply with any administrative requirements of 
such organization (including failure to pay entry or 
other dues or fees or to file prescribed forms or reports) 
not involving charges of violations which may lead to a 
disciplinary sanction 


shall not be considered a “disciplinary action” for 
purposes of paragraph (c) of this rule; but notice 
thereof shall be promptly filed with the Commission in 
accordance with paragraph (f) hereof, provided, 
however, that no disposition of a matter shall be 
considered “final” pursuant to this paragraph which 
results merely from a notice of such failure to the 
person affected, if such person has not sought an ad- 
judication, including a hearing, or otherwise exhausted 
his administrative remedies within such organization 
with respect to such a matter. 


CONTENTS OF NOTICE REQUIRED BY PARAGRAPH 
(e) 


(f) 


Any notice filed pursuant to paragraph (e) hereof 
shall consist of the following, as appropriate: 


(1) the name of each person concerned together with 
his last known place of residence or business as 
reflected on the records of the organization; 


(2) the specific provisions of the Act, the rules or 
regulations thereunder, the rules of the organization, 
and, in the case of a registered securities association, 
the rules of the Municipal Securities Rulemaking 
Board, upon which the action of the organization was 
based, and a statement describing the answer of the 
person concerned; 


(3) a statement setting forth findings of fact and 
conclusions as to each alleged failure of the person to 
pass any required examination, comply with other 
qualification standards, or comply with administrative 
obligations, and a statement of the organization in 


support of the resolution of the principal issues raised 
in the proceeding; 


(4) the date upon which such action has or will 
become effective; and 


(5) such other matters as the organization may deem 
relevant. 


NOTICE OF FINAL ACTION BASED UPON PRIOR AD- 
JUDICATED STATUTORY DISQUALIFICATIONS. 


(g) Any self-regulatory organization for which the 
Commission is the appropriate regulatory agency that 
takes any final action with respect to any person 
which: 


(1) denies or conditions membership or participation 
in, or association with a member of, such organization 
or prohibits or limits access to services offered by such 
organization or a member thereof; and 


(2) is based upon a statutory disqualification of a 
type defined in subparagraph (A), (B), or (C) of Section 
3(a)(39) of the Act or consisting of a prior conviction, 
as described in subparagraph (E) of said Section 3(a) 
(39), shall promptly file a notice of such action with the 
Commission in accordance with paragraph (h) hereof, 
‘provided, however, that no disposition of a matter shall 
be considered “final” pursuant to this paragraph where 
such person has not sought an adjudication, including 
a hearing, or otherwise exhausted his administrative 
remedies within such organization with respect to such 
a matter. 


CONTENTS OF NOTICE REQUIRED BY PARAGRAPH 
(g) 


(h) Any notice filed pursuant to paragraph (g) hereof 
shall consist of the following, as appropriate: 


(1) the name of the person concerned together with 
his last known place of residence or business as 
reflected on the records of the organization; 


(2) a statement setting forth the principal issues 
raised, the answer of any person concerned, and a 
statement of the organization in support of the 
resolution of the principal issues raised in the proceed- 
Ing; 


(3) any description furnished by or on behalf of the 
person concerned -of the activities engaged in by the 
person since the adjudication upon which the disquali- 
fication is based; 


(4) any description furnished by or on behalf of the 
person concerned of the prospective business or em- 


SEC DOCKET/1119 





ployment in which the person plans to engage and the 
manner and extent of supervision to be exercised over 
and by such person; 


(5) a copy of the order or decision of the court, the 
Commission or the self-regulatory organization which 
adjudicated the matter giving rise to such statutory 
disqualification; 


(6) the nature of the action taken and the date upon 
which such action is to be made effective; and 


(7) such other matters as the organization deems 
relevant. 


NOTICE OF SUMMARY SUSPENSION OF MEMBER- 
SHIP, PARTICIPATION, OR ASSOCIATION, OR 
SUMMARY LIMITATION OR PROHIBITION OF 
ACCESS TO SERVICES 


(i) If any self-regulatory organization for which the 
Commission is the appropriate regulatory agency 
summarily suspends a member, participant, or person 
associated with a member, or summarily limits or 
prohibits any person with respect to access to or 
services offered by the organization or (in the case of a 
natinal securities exchange or a registered securities 
association) a member thereof pursuant to the 
provisions of Section 6(d)(3), 15A(h)(3) or 17A(b)(5)(C) 
of the Act, such organization shall, within 24 hours of 
the effectiveness of such summary suspension, 
limitation or prohibition notify the Commission of such 
action, which notice shall contain at least the following 
information: 


(1) the name of the person concerned together with 
his last known place of residence or business as 
reflected on the records of the organization; 


(2) the date upon which such summary action has or 
will become effective; 


(3) if such summary action is based upon the 
provisions of Section 6(d)(3)(A), 15A(h)(3)(A), or 
17A(b)(5)(C)(i) of the Act, a copy of the relevant order 
or decision of the self-regulatory organization; 


(4) if such summary action is based upon the 
provisions of Section 6(d)(3)(B) or (C), 15A(h)(3)(B) or 
(C), or 17A(b)(5)(C)(ii) or (iii) of the Act, a statement 
describing, as appropriate: 


(i) the financial or operating difficulty of the member 
or participant upon which such organization 
determined the member or participant could not be 
permitted to continue to do business with safety to 
investors, creditors, other members or participants, or 
the organization; 
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(ii) the pertinent failure to meet qualification require- 
ments or other prerequisites for access and the basis 
upon which such organization determined that the 
person concerned could not be permitted to have 
access with safety to investors, creditors, other 
members, or the organization; or 


(iii) the default of any delivery of funds or securities 
to a clearing agency by a participant. 


(5) the nature and effective date of the suspension, 
limitation or prohibition; and 

(6) such other matters as the organization deems rele- 
vant. 


§240.19d-2 Applications for stays of disciplinary 
sanctions or summary suspensions by a self-regulatory 
organization. 


If any self-regulatory organization imposes any final 
disciplinary sanction pursuant to Section 6(b)(6), 
15A(b)(7) or 17A(b)(3)(G) of the Act, or summarily sus- 
pends or limits or prohibits access pursuant to Section 
6(d)(3), 15A(h)(3) or 17A(b)(5)(C) of the Act, any person 
aggrieved thereby for which the Commission is the 
appropriate regulatory agency may file with the Com- 
mission, by telegram or otherwise, a request for a stay 
of imposition of such action. Such request shall be in 
writing and shall include a statement as to why such 
stay should be granted. 


§240.19d-3 Applications for review of final disciplinary 
sanctions, denials of membership, participation or 
association, or prohibitions or limitations of access to 
services imposed by self regulatory organizations. 


(a) Proceedings on an application to the Commission 
under Section 29(d)(2) of the Act for review of any final 
disciplinary sanction, denial or conditioning of 
membership, association or participation, or prohibi- 
tion or limitation with respect to access to services 
offered by a self-regulatory organization or a member 
thereof by any such organization shall be governed by 
this rule. 


(b) An application for review pursuant to Section 
19(d)(2) of the Act shall be filed with the Commission 
within 30 days after notice thereof was filed pursuant to 
Section 19(d)(1) of the Act and received by the 
aggrieved person applying for review, or within such 
longer period as the Commission may determine. The 
Secretary of the Commission shall serve a copy of the 
application on the self-regulatory organization, which 
shall, within ten days after receipt of the application, 
certify and file with the Commission one copy of the 
record upon which the action complained of was taken, 








together with seven copies of an index to such record. 
The Secretary shall serve upon the parties copies of 
such index and any papers subsequently filed. 


(c) Within 20 days after receipt of a copy of the index, 
the applicant shall file a brief or other statement in 
support of his application which shall state the specific 
grounds on which the application is based, the 
particular findings of the organization to which 
objection is taken, and the relief sought. Any 
application not perfected by such timely brief or 
statement may be dismissed as abandoned. 


(d) Within 20 days after receipt of the applicant’s 
brief or statement, the organization may file an answer 
thereto, and within 10 days of receipt of any such 
answer the applicant may file a reply. Any such papers 
not filed within the time provided by paragraphs (b), (c) 
or (d) will not be received except upon special 
permission of the Commission. 


(e) On its own motion, the Commission may direct 
that the record under review by supplemented with 
such additional evidence as it may deem relevant. 
Nevertheless, the self-regulatory organization and 
persons who may be aggrieved by its action shall be 
obliged to adduce all evidence that they deem relevant 
in the proceedings before the organization, and no such 
person shall be entitled to adduce additional evidence 
unless he shows to the satisfaction of the Commission 
that such additional evidence is material and that there 
were reasonable grounds for his failure to adduce such 
evidence in such proceedings. Any request for leave to 
adduce additional evidence shall be filed promptly so as 
not to delay the disposition of the proceeding. 


(f) Oral argument before the Commission may be 
requested by the applicant or the organization as 
follows: (1) by the applicant with his brief or statement 
or within 10 days after receipt of the organization’s 
answer, or (2) by the organization with its answer. The 
Commission, in its discretion, may grant or deny any 
request for oral argument and, where it deems it 
appropriate to do so, the Commission will consider an 
application on the basis of the papers filed by the 
parties, without oral argument. 


(g) The rules of Practice [17 CFR 201] shall apply to 
review proceedings under this rule to the extent that 
they are not inconsistent with this rule. Attention is 
directed particularly to Rule 22 of the Rules of Practice 
[17 CFR 201.22] relating to the form of papers and 
number of copies to be filed. 


§240.19h-1 Notice by a self-regulatory organization of 
proposed admission to or continuance in membership 
or participation or association with a member of any 
person subject to a statutory disqualification, and 
applications to the Commission for relief therefrom. 


NOTICE OF ADMISSION OR CONTINUANCE 
NOTWITHSTANDING A STATUTORY DISQUALI- 
FICATION 


(a) Any self-regulatory organization proposing, 
conditionally or unconditionally, to admit or continue 
any person in membership or participation or (in the 
case of a national securities exchange or registered 
securities association) association with a member, 
notwithstanding a statutory disqualification as to such 
person defined in Section 3(a)(39) of the Act, shall file a 
notice with the Commission of such proposed admission 
or continuance. If such person has not consented to 
such proposal, notice of the organization’s action shall 
be filed pursuant to’Rule 19d-1 under the Act and not 
under this Rule. 


With respect to a person associated with a member of a 
national securities exchange or registered securities 
association, notices need be filed with the Commission 
pursuant to this rule only if such person (1) controls 
such member or is a general partner or officer (or 
person occupying a similar status or performing similar 
functions) or an employee of such member, or (2) is a 
broker or dealer not registered with the Commission, or 
controls such (unregistered) broker or dealer or is a 
general partner or officer (or person occupying a similar 
status or performing similar functions) of such broker 
or dealer. 


A notice need not be filed with the Commission 
pursuant to this rule if (1) the person subject to the 
statutory disqualification is then a particpant in, a 
member of, or a person associated with a member of, 
another self-regulatory organization, and the proposed 
admission or continuance is on essentially the same 
terms and conditions as imposed in connection with 
such person’s prior admission or continuance pursuant 
to an order of the Commission under subparagraph (d) 
of this rule or otherwise, or (2) the sole such 
disqualification consists of a finding by the Commission 
or a self-regulatory organization of a willful violation of 
the Act, the Securities Act of 1933, the Investment 
Advisers Act of 1940, the Investment Company Act of 
1940, or a rule or regulation under one or more of such 
Acts and the sanction for such violation is no longer in 
effect. 


The notice requirements of Section 6(c)(2), 15A(g)(2), 
17A(b)(4)(A) or 19(d)(1) of the Act concerning an action 
of a self-regulatory organization subject to one (or 
more) of such sections and this paragraph shall be 
satisfied by a notice with respect to such action filed in 
accordance with paragraph (c) of this rule. 


(b) If a notice has been previously filed pursuant to 
this rule by a self-regulatory organization, any other 
such organization need not file a separate notice 


SEC DOCKET/1121 





pursuant to this rule with respect to the same matter if 
such other organization agrees with the terms and 
conditions of the notice so filed. 


CONTENTS OF NOTICE OF ADMISSION OR 
CONTINUANCE 


(c) A notice filed with the Commission pursuant to 
paragraph (a) hereof shall contain the following: 


(1) the name of the person concerned together with 
his last known place of residence or business as 
reflected on the records of the organization; 


(2) the basis for any such disqualification from 
membership, participation or association including (if 
based on a prior adjudication) a copy of the order or 
decision of the court, the Commission or the 
self-regulatory organization which adjudicated the 
matter giving rise to such disqualification; 


(3) in the case of an admission, the date upon which it 
is proposed by the organization that such membership, 
participation or association shall become effective, 
which shall be not less than 30 days from the date upon 
which the Commission receives the notice; 


(4) a description by or on behalf of the person 
concerned of the activities engaged in by the person 
since the disqualification arose, the prospective 
business or employment in which the person plans to 
engage and the manner and extent of supervision to be 
exercised over and by such person; 


(5) if a hearing on the matter has been held by the 
organization, a certified record of the hearing together 
with copies of any exhibits introduced therein; 


(6) an identification of any other self-regulatory 
organization which has indicated its agreement with the 
terms and conditions of the proposed admission or 
continuance; and 


(7) such other matters as the organization or person 
deems relevant. 


If the notice contains assertions of material facts not a 
matter of record before the self-regulatory organi- 
zation, such facts shall be sworn to by affidavit. The 
notice may be accompanied by a brief. 


APPLICATION TO THE COMMISSION FOR RELIEF 
FROM CERTAIN STATUTORY DISQUALIFICATIONS 


(d) The filing of a notice pursuant to paragraph (a) 
shall neither affect nor foreclose any action which the 
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Commission may take with respect to such person 
pursuant to the provisions of Section 15(b) or 19(h) of 
the Act or any rule thereunder. Accordingly, a notice 
filed pursuant to paragraph (a) hereof with respect to 
the membership, participation, or association of any 
person subject to an ‘‘applicable disqualification,’’ as 
defined in paragraph (f) of this rule, may be 
accompanied by an application by or on behalf of the 
person concerned to the Commission for an order 
declaring, as applicable that notwithstanding such 
disqualification, the Commission: 


(1) will not institute proceedings pursuant to Section 
15(b)(1)(B), 15(b)(4), 15(b)(6) or 19(h)(2) or (3) of the 
Act if such person seeks to obtain or continue 
registration as a broker or dealer or association with a 
broker or dealer so registered, or membership or 
participation in a self-regulatory organization; 


(2) will not direct otherwise, as provided in Section 
6(c)(2), 15A(g)(2) or 17A(b)(4)(A) of the Act; and 


(3) will deem such person qualified pursuant to Rule 
15b8-2 under the Act. 


The Commission may, in its discretion and subject to 
such terms and conditions as it deems necessary, issue 
such an order if it finds it appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Act. 


CONTENTS OF APPLICATION TO THE COMMIS- 
SION 


(e) An application to the Commission pursuant to 
paragraph (d) of this rule shall consist of the following, 
as appropriate: 


(1) the name of the person subject to the 
disqualification together with his last known place of 
residence or business as reflected on the records of the 
organization; 


(2) acopy of the order or decision of the court, the 
Commission or the self-regulatory organization which 
adjudicated the matter giving rise to such ‘‘applicable 
disqualification’’; 


(3) the nature of the relief sought and the reasons 
therefor; 


(4) a description of the activities engaged in by the 
person since the disqualification arose; 


(5) a description of the prospective business or 
employment in which the person plans to engage and 
the manner and extent of supervision to be exercised: 
over and by such person; 





(6) if a hearing on the matter has been held by the 
organization, a certified copy of the hearing record, 
together with copies of any exhibits introduced therein; 


(7) and such other matters as the organization or 
person deems relevant. 


If the application contains assertions of material facts 
not a matter of record before the organization, such 
facts shall be sworn to by affidavit. The application may 
be accompanied by a brief. 


If any information called for in this paragraph is already 
contained in an application filed with the Commission 
in accordance with paragraph (b) of Rule 15b8-2 under 
the Act concerning the same proposed employment, 
such information may be incorporated by reference 
in the application pursuant to this Rule. 


DEFINITIONS 
(f) For purposes of this rule: 
(1) the term ‘‘applicable disqualification’’ shall mean: 


(i) any effective order of the Commission pursuant to 
Section 15(b)(4) or (6) or 19(h)(2) or (3) of the Act— 


(A) revoking, suspending or placing limitations on the 
registration, activities, functions, or operations of a 
broker or dealer; 


(B) suspending, barring, or placing limitations on the 
association, activities, or functions of an associated 
person of a broker or dealer; 


(C) suspending or expelling any person from 
membership or participation in a self-regulatory 
organization; or 


(D) suspending or barring any person from being 
associated with a member of a national securities 
exchange or registered securities association; or 


(ii) any conviction or injunction of a type described in 
Section 15(b)(4)(B) or (C) of the Act. 


(2) Theterm ‘‘control’’ shall mean the power to direct 
or cause the direction of the management or policies of 
acompany whether through ownership of securities, by 
contract or otherwise, provided, however, that 


(i) any person who, directly or indirectly, (A) has the 
right to vote 10 percent or more of the voting securities, 
(B) is entitled to receive 10 percent or more of the net 
profits, or (C) is a director (or person occupying a 
similar status or performing similar functions) of a 


company shall be presumed to be a person who controls 
such company; 


(ii) any person not covered by paragraph (i) shall be 
presumed not to be a person who controls such 
company; and 


(iii) any presumption may be rebutted on an 
appropriate showing. 


(g) Where it deems it appropriate to do so, the 
Commission may grant or deny an application filed 
pursuant to paragraph (d) of this rule on the basis of the 
papers filed by the parties, without oral hearing. Any 
request for oral hearing or argument should be 
submitted with the application. 


(h) The Rules of Practice [17 CFR 201] shall apply to 
proceedings under this rule to the extent that they are 
not inconsistent with this rule. 


The Securities and Exchange Commission acting 
pursuant to the Act, and particularly Sections 6, 11A, 
15, 15A, 17, 17A, 19 and 23 hereby adopts Section 
240.19d-1, 2 and 3, and 19h-1 of Title 17 of the Code of 
Federal Regulations effective August 15, 1977. The 
revisions made in Section 240.19d-1(d), 19h-1(a) and 
(f)(2) as originally proposed are either technical in 
nature or make the proposed requirements less 
restrictive: accordingly, the Commission finds, 
pursuant to the Administrative Procedure Act (5 U.S.C. 
1001 et seq.), that further notice and public procedure 
are not necessary. 


The Commission also finds that adoption of Rules 
19d-1, 2 and 3, and 19h-1 should reduce burdens on 
competition by making uniform reporting obligations of 
all self-regulatory organizations for their adjudicatory 
and other specified actions, and procedures for 
applications for stays and appeals, relating to those 
actions. Furthermore, to the extent that those 
requirements impose a burden on competition, such 
burdens are necessary and appropriate in furtherance 
of the purposes of the Act, particularly in view of the 
Congressional directive embodied in Section 19 of the 
Act that the Commission oversee self-regulatory 
organization performance and adopt regulations 
implementing the notice and review procedures therein 
contained. 


By the Commission. 


George A.Fitzsimmons 
Secretary 


July 8, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13727/7/8/77 


DELEGATION OF AUTHORITY TO DIRECTOR OF 
DIVISION OF MARKET REGULATION 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rule. 

SUMMARY: The Commission today announced the 
amendment of its regulations governing delegation of 
authority with respect to the Securities Exchange Act of 
1934 to delegate to Director of the Division of Market 
Regulation the authority, pursuant to newly adopted 
Rule 19h-1 under that Act, to approve admission to, or 
continuance in, membership, participation or associ- 
ation with a member of a self-regulatory organization of 
persons who are subject to statutory disqualifications. 


EFFECTIVE DATE: Immediately. 


FOR FURTHER INFORMATION CONTACT: 


Martin Moskowitz, Assistant Director 
Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 
(202-755-1360). 


SUPPLEMENTARY INFORMATION: Before the 
Securities Acts Amendments of 1975, the Securities 
Exchange Act had provided in Section 15A(b)(3), (4) 
and (5) [15 U.S.C. 780-3(b)(3), (4) and (5)] that a 
registered securities association (the National 
Association of Securities and Dealers, Inc. (the 
‘‘NASD’’) is the only association so registered) had to 
deny a person membership or association with a 
member if the broker-dealer or associated person was 
under specified disqualifications unless the Commis- 
sion directed otherwise. Section 240.15Ab-1 [17 CFR 
240.15Ab-1] established the procedures for Commis- 
sion approval of re-entry notwithstanding the disquali- 
fication. After determining that it wished to ameliorate 
its burden in reviewing NASD re-entry and continuance 
matters, the Commission adopted the present rule 
(17 CFR 200.30-3(a)(4)) delegating authority to the 
Director of the Division of Market Regulation ‘‘to 
approve applications for admission to, or continuation 
of membership in national securities associations of 
brokers or dealers who would otherwise be disqualified 
from membership where such associations have 
recommended approval of the applications.’’ 


However, the 1975 Amendments expanded the 
jurisdiction of the Commission to permit it to deny 
disqualified persons admission to, or continuance in, 
membership or participation in, or association with, 


1124/SEC DOCKET 


brokers or dealers in national securities exchanges 
(Section 6(c)(2) of the Act) and (except for associated 
persons) registered clearing agencies (Section 
17A(b)(4)(A) of the Act).’ Since the Commission expects 
some increase in the number of such matters coming 
before it, the present delegation of authority to the 
Director is amended to include such applications from 
all self-regulatory organizations pursuant to Section 
240.19h-1 [17 CFR 240.19h-1] which has been adopted 
today to replace Section 240.15Ab-1 and 15Ag-1 [17 
240.15Ab-1 and 15Ag-1] (which have been rescinded). 
Accordingly, 17 CFR Part 200 is amended by revising 
§200.30-3(a)(4) to read as follows: 


§200.30-3 Delegation of authority to Director of Division 
of Market Regulation. 


* * 


(a) nee 


(4) Pursuant to Rule 19h-1 (§240.19h-1 of this 
chapter), to grant applications with respect to 
membership in, association with a member of, for 
participation in, a self-regulatory organization and or 
other relief as to persons who are subject to an 
applicable disqualification where such relationships or 
other relief have been approved or recommended by a 
self-regulatory organization. 


* * 


The Commission finds that the foregoing action relates 
solely to agency management and personnel, and, 
accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act (5 
U.S.C. 1001 et seq.) are not necessary. This action, 
taken pursuant to Public Law 87-592, 76 Stat. 394 (15 
U.S.C. 78d-2), becomes effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


July 8, 1977 








1The Securities Acts Amendments of 1975 also changed 
the form of Commission action in some situations from 
approval to a veto power and added to the list of dis- 
qualifications. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13728/July 8, 1977 


NOTICE OF FILING PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INC. 


File No SR-MSE-77-20 


The Midwest Stock Exchange, Inc. submitted on June 
27, 1977, a proposed rule change under Rule 19b-4 to 
prescribe the circumstances under which the 
registration of an odd-lot dealer may be suspended or 
terminated. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-20. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13729/ July 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY BRADFORD SECURITIES PROCESSING SER- 
VICES, INC. 

(File No. SR-BSPS-77-4) 


Bradford Securities Processing Services, Inc., 
submitted on June 28, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to expand its network of regional clearing 
facilities to include branch facilities in Denver, 
Colorado and Houston, Texas. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSPS-77-4. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities ana Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be a- 
vailable at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13730/ July 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 


(File No. SR-OCC-77-10) 


The Options Clearing Corporation submitted on June 
28, 1977, a proposed rule change, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934, to 
extend the time for tendering exercise notices on 
business days other than the day prior to the expira- 
tion date of the option. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchang 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-77-10. 


Copies of the submission, with accompanying exhibits, 
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and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13731/July 8, 1977 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY PACIFIC STOCK EX- 
CHANGE INCORPORATED 


File No. SR-PSE-77-19 


The Pacific Stock Exchange Incorporated (‘‘PSE’’) 
submitted on July 5, 1977, a proposed rule change 
under Rule 19b-4 to amend its fee shcedule for options 
transactions of PSE members in all option classes 
listed on the Exchange. 


The foregoing rule change has become effective, 


pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the Commis- 
sion may summarily abrogate such rule change if it 
appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. Interested persons are invited to submit written 
date, views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PSE-77-19. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above 
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mentioned self-regulatory organization. 


For the Commission, by the Division of Marke. 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13732/July 8, 1977 


NOTICE OF TILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-77-5 


The Municipal Securities Rulemaking Board 
(‘‘MSRB’’) submitted on June 7, 1977 a proposed rule 
change under Rule 19b-4 amending certain provisions 
of the MSRB’s Rules G-8 and G-9, in particular 
subparagraphs G-8(a)(xi)(G) relating to authorization 
to effect transactions for corporate and other accounts, 
G-8(a)(xi)(K) relating to authorization to pledge or loan 
securities and G-9(b)(viii)(e). 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the pro- 
posed rule change should be disapproved, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within 30 days 
from the date of publication in the Federal! Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File NO. SR-MSRB-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13733/july 11, 1977 


“NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INC. 


File No. SR-MSE-77-2I 


The Midwest Stock Exchange, Inc. submitted on June 
22, 1977 a proposed rule change under Rule 19b-4 to 
include a job description for co-specialists. 


The foregoing rule change has become effective, 
pursuant to Sectin 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the Commis- 
sion may summarily abrogate such rule change if it 
appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-77-21. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13734/July 11, 1977 


BY CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-77-4 


The Chicago Board Options Exchange, Inc. submitted 
to the Commission on March 3, 1977 a proposed rule 
change under Rule 19b-4 to amend CBOB Rule 9.10(a) 
to eliminate the requirement that member firms 
qualified to conduct a non-member customer business 
obtain, on an annual basis, renewal of written 
authorization to maintain a discretionary account. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written date, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-77-4. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 
For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13735/ July 11, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 


BY MIDWEST STOCK EXCHANGE, INCORPORA- 
TED 


File No. SR-MSE-77-22 


The Midwest Stock Exchange, Incorporated (‘‘MSE’’) 
submitted on June 27, 1977 a proposed rule change 
under Rule 19b-4 to allow representatives of the MSE 
Floor Procedure Committee to authorize deviations 
from MSE option quotation parameters when it would 
be impossible or impracticable to convene a meeting of 
the full Floor Procedure Committee. 
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Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
'1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSE-77-22. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13736/July 11, 1977 


In the Matter of 

JACOB SCHAEFER, 
and 

EVANS & CO., INC. 
Admin. Proc. No. 3-5249 


ORDER INSTITUTING PROCEEDINGS, FINDINGS 
AND ORDER OF THE COMMISSION 


The Commission deems it appropriate that proceed- 
ings be instituted in the matter of Jacob Schaefer 
(‘‘Schaefer’’) and Evans & Co., Inc. (‘‘Evans & Co.’’) 
pursuant to Section 15(b)(6) and Section 15(b)(4) of the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’), 
respectively, to determine whether (1) Schaefer 
willfully violated and aided and abetted violations of 
Sections 9(a)(2) and 10(b) of the Exchange Act and 
Rule 10b-5 thereunder and is permanently enjoined by 
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a court of competent jurisdiction from committing such 
violations in the future, and (2) Evans & Co. failed 
reasonably to supervise Schaefer in his duties at Evans 
& Co., with respect to such violations. 


Simultaneously with the institution of these 
proceedings, Schaefer and Evans & Co. both 
submitted Offers of Settlement for the purpose of 
disposing of the issues raised in these proceedings. 
Under the terms of these Offers of Settlement, 
Schaefer and Evans & Co., solely for the purpose of 
these proceedings, without admitting or denying any 
of the Findings set forth herein and on the under- 
standing that nothing contained in the Offers of Settie- 
ment will constitute an admission or denial or adjudi- 
cation with respect to any matter referred to herein, 
consents to the Findings and Orders of the Com- 
mission as set forth herein. 


Accordingly, IT 1S ORDERED that proceedings 
pursuant to Section 15(b) of the Securities Exchange 
Act be, and they hereby are, instituted. 


II. 
The Division of Enforcement alleges that: 


1. Schaefer has been employed as a registered 
representative with Evans & Co. from July 1974 to the 
present. Schaefer resides at 212 Maple Boulevard, 
Long Beach, New York. 


2. Evans & Co. is a broker-dealer with its principal 
office at 300 Park Avenue. New York, New York. 


3. Chromalloy American Corporation (‘‘Chromal- 
loy’’) is a Delaware Corporation with its principal 
office in Clayton, Missouri and with executive offices 
in New York City. Chromalloy’s common and pre- 
ferred stock are registered pursuant to Section 12(b) of 
the Exchange Act and are listed on the New York 
Stock Exchange. 


4. Joseph Friedman (‘‘Friedman’’) is Chairman of 
the Board and Chief Executive Officer of Chromalloy. 
He maintains offices in Chromalloy’s executive office 
in New York, New York and Chromalloy’s home office 
in Clayton, Missouri. 


5. Lawrence J. Manning (‘‘Manning’’) is Vice- 
President-Administration of Chromalloy. His office is 
located in Chromalloy’s executive office in New York, 
New York. 


6. During the period from at least January 1, 1975 
through and including August 31, 1976,Friedman and 
Manning placed orders with Schaefer for the purchase 
of approximately 408,000 shares of Chromally com 
mon stock for Chromalloy accounts. 





7. Onatypical trading day, Schaefer would have ten 
to twenty separate telephone conversations with 
‘Manning or Friedman. Among other things discussed 
duting these telephone conversations, Schaefer told 
Manning and Friedman the number of shares of Chrom- 
alloy common stock offered for sale at or near the cur- 
rent market price at various times during the day, and 
particularly, late in the trading day. Thus, through 
these telephone conversations, Schaefer supplied in- 
formation which enabled Manning and Friedman to 
continuously monitor the market activity in Chromalloy 
common stock. 


8. Manning and Friedman, using the information 
which they received from Schaefer, placed orders with 
Schaefer in such manner so as to frequently cause 
Chromalloy common stock to close at the end of the 
trading day at a price higher than the prior sale price 
(‘‘uptick’’). 


9. Specifically, Manning and Friedman, with the aid 
of the information supplied by Schaefer, caused 
Chromalloy common stock to close at an uptick by 
netering a purchase order with Schaefer for the num- 
ber of shares of Chromalloy common stock offered for 
sale at or near the current market price near the end of 
the trading day (‘‘first order’’). Simultaneously or 
shortly thereafter, they would place a purchase order 
for 100 or 200 shares at a price $1/8 above their first 
order (‘‘second order’’). Thus, when their first order 
was executed they would purchase all the shares 
available at that price causing the market price of 
Chromalloy common stock to rise, and causing their 
second order to be executed at $1/18 above the pre- 
vious transaction. 


10. During the period from at least January 1, 1975 
through and including August 31, 1976, Chromalloy’s 
purchases executed through Schaefer at Evans & Co. 
accounted for upticks at the close of trading in 
Chromalloy’s common stock on approximately 253 
days out of a total of approximately 424 trading days. 


11. Schaefer was aware that the trades which he exe- 
cuted for the Chromalloy accounts at the end of the 
trading day were very frequently executed on upticks, 
and was also aware that the trading information which 
he supplied to Friedman and Manning enabled Fried- 
man and Manning to successfully perpetrate their 
uptick scheme. 


12. During the period from at least January 1, 1975 
through and including August 31, 1976, Evans & Co. 
did not have sufficient formal guidelines or procedures 
designed to prevent an issuer from trading in its own 
securities for the purpose of upticking the market price 
of its securities. Furthermore, the Evans & Co.’s in- 
house monitoring procedures failed to detect and pre- 
vent the uptick scheme. 


13. On March 30, 1977, the Securities and Exchange 
Commission filed a complaint in the District Court for 
the Southern District of New York against Schaefer 
and others alleging that Schaefer violated Sections 
9(a)(2) and 10(b) of the Exchange Act and Rule 10b-5 
thereunder based upon the conduct described in para- 
graphs 6 through 12 above. Simultaneously with the 
filing of the Complaint, a Consent and Settlement of 
Jacob Schaefer was also filed wherein Schaefer con- 
sented to the entry of a Judgment of Permanent In- 
junction. The Judgment of Permanent Injunction was 
entered on March 30, 1977 and enjoined Schaefer from 
violating Sections 9(a)(2) and 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


Il. 
FINDINGS 


On the basis of the Order for Proceedings and the 
Offers of Settlement it is found that: 


1. Schaefer willfully violated and aided and abetted 
violations of Section 9(a)(2) and 10(b) of the Exchange 
Act and Rule 10b-5 thereunder and has been perma- 
nently enjoined by a court of competent jurisdiction 
from committing such violations in the future. 


2. Evans & Co. failed reasonably to supervise, with 
a view to preventing the violations alleged herein, 
Schaefer, who was subject.to its supervision and who 
committed such violations. 


IV. 
ORDER 


In view of the foregoing findings, it is in the public 
interest to impose the sanctions specified in the Offers 
of settlement submitted by Schaefer and Evans & Co. 


Accordingly, IT 1S ORDERED that: 


1. Schaefer be, and hereby is, suspended from asso- 
ciation with any broker or dealer for a period of thirty 
calendar days from the date of this order. 


2. Schaefer be, and hereby is, barred from associa- 
tion with any broker or dealer in a supervisory capacity 
except that after two years from the date of this order, 
he may apply to the Commission for approval to be 
associated in such a supervisory capacity. 


3. Schaefer be, and hereby is, barred from effecting 
securities transactions on behalf of any issuer in such 
issuer’s securities for a period of eighteen months 
from the date of this order. 
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4. Evans & Co. shall adopt and implement procedures 
satisfactory to the staff specifically designed to detect, 
and to prevent their registered representatives from 
effecting, manipulative security transactions on behalf 
of an issuer in such issuer’s securities. Such 
procedures shail include the internal audit of the 
records of a registered representative if in the course of 
the reviewing officer’s regular review of daily trading 
tickets, it appears that a registered representative may 
be engaged in irregular or questionable conduct. 


5. Unless and until Evans & Co. has adopted and 
implemented the procedures described in paragraph 4 
above, Evans & Co. be, and hereby is, barred from 
effecting securities transactions on behalf of an issuer 
in its own securities unless the issuer maintained an 
account with Evans & Co. prior to the date of this 
order. 


By the Commission. 


DATED: 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13737/1July 12, 1977 


NOTICE OF EFFECTIVENESS OF PROPOSED RULE 
CHANGE BY MIDWEST STOCK EXCHANGE, INC. 
File No. SR-MSE-77-24 


The Midwest Stock Exchange, Inc. submitted on June 
20, 1977 a proposed rule change under 19b-4 to 
increase the fees charged to issuers for listing addi- 
tional shares on that Exchange. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
act of 1934. The Exchange has represented, however, 
in Amendment #1 to File No. SR-MSE-77-24, that it 
will not charge the revised fees until the comment 
period prescribed herein expires. At such time the 
fees will be charged retroactive to July 1, 1977 unless 
the Commission has chosen to exercise its authority to 
abrogate the proposed rule change.At any time within 
sixty days of the filing of such rule change, the Com- 
mission may summarily abrogate such rule change if it 
appears to the Commission that such action is neces- 
Sary or appropriate in the public interest, for the pro- 
tection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934 
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Publication of the submission is expected to be made 
in the Federal Register during the week of July 18, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-77-24. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13638/July 12, 1977 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PHLX-77-3) 


ORDER APPROVING PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


On May 24, 1977, the Philadelphia Stock Exchange, 
Inc. (‘‘PHLX’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change relating to its 
summary procedure for fining members and other 
employees for violations of Option Committee 
Regulations with respect to order, decorum, health, 
safety and welfare on the options trading floor. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Securi- 
ties Exchange Act Release No. 13575, (May 27, 1977)) 





’ 
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and by publication in the Federal Register (42 Fed. 
Reg. 29136, June 7, 1977)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations there- 
under. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
filed with the Commission on May 24, 1977, be, and it 
hereby is, approved 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13739/ July 12, 1977 


The Securities and Exchange Commission has an- 
nounced that The Midwest Stock Exchange (MSE) has 
filed an application for unlisted trading privileges in 
the common or capital stock of 912 companies, which 
companies are the issuers of all such securities listed 
on the New York Stock Exchange that are currently not 
listed or admitted to unlisted trading privileges on the 
Midwest Stock Exchange; submissions or requests for 
hearing should be submitted on or before July 27. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13740/July 12, 1977 


In the Matter of 


MIDWEST CLEARING CORPORATION 
MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 

Chicago, Illinois 60603 


(SR-MCC-77-2 and SR-MSTC-77-6) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST CLEARING CORPORATION AND 
THE MIDWEST SECURITIES TRUST COMPANY 
RELATING TO DEBT SECURITIES 


On May 12, 1977, the Midwest Clearing Corporation 
and the Midwest Securities Trust Company submitted, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934 (the ‘‘Act’’), proposed rule changes which 
would extend clearance and settlement and depository 
services to debt securities. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal! Register (42 FR 29989, 
June 10, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for com- 
ments also appeared in Securities Exchange Act 
Release No. 34-13602, June 6, 1977. No letters of 
comment were received. 


The Commission has reviewed the proposed rule 
changes and finds that they are consistent with the re- 
quirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule changes 
contained in File Nos. SR-MCC-77-2 and SR-MSTC-77-6 
be, and hereby are, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13741/July 12, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE SECURITIES TRUST COMPANY 


(File No. SR-MSTC-77-9) 


The Midwest Securities Trust Company (‘‘MSTC’’) 
submitted on July 8, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to establish and to set fees for, an 
automated communications lind between MSTC and 
its participants. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
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Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSTC-77-9. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13742/July 13, 1977 


Admin. Pro. File No. 3-5254 
In the Matter of 

WILSON DAVIS & CO., INC. 
(8-14299) 

SAMUEL H. WILSON 


PAUL N. DAVIS 


ORDER INSTITUTING PROCEEDINGS AND 
POSING REMEDIAL SANCTIONS 


IM- 


In connection with a proposed administrative 
proceeding, Wilson Davis & Co., Inc., a registered 
broker-dealer located in Salt Lake City, Utah, and 
Samuel H. Wilson and Paul N. Davis, president and 
secretary-treasurer, respectively, of that broker- 
dealer, have submitted an offer of settlement which 
the Commission has determined to accept. Solely for 
the purpose of these proceedings and any other 
related proceedings pursuant to specified sections of 
the Exchange and Investment Advisers Acts, and 
without admitting or denying the finding herein, 
respondents consent to the finding and sanctions set 
forth below. 


Accordingly, IT 1S ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Securities 
Exchange Act be, and they hereby are, instituted. 
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On the basis of the order for proceedings and the offer 
of settlement it is found that respondents failed 
reasonably to supervise, with a view to preventing vi- 
olations of the Exchange and Advisers Acts, another 
person who committed such violations, who was 
subject to their supervision. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of 
settlement. 


Accordingly, IT IS ORDERED that Wilson Davis & 
Co., Inc., Samuel H. Wilson and Paul N. Davis be, 
and they hereby are, censured. 


In addition, Wilson Davis & Co., Inc. has undertaken 
to adopt and implement various supervisory 
procedures with a view toward preventing violative 
conduct by persons subject to the firm’s supervision. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13743/June 13, 1977 


In the Matter of 
OPPENHEIMER & CO., INC. 


The Securities and Exchange Commission has ordered 
companion public administrative proceedings against 
Oppenheimer & Co., Inc. (‘‘Oppenheimer’’), a 
registered broker-dealer having its principal place of 
business at One New York Plaza, New York, New 
York. The consolidated proceedings hve been ordered 
pursuant to Section 15(b) and Section 15(c) (4) of the 
Securities Exchange Act of 1934. 


The proceedings are based upon allegations of the 
Commisson staff that Oppenheimer willfully violated 
Section 13(d) of the Securities Exchange Act of 1934 
(‘Exchange Act’’) and Rule 13d-1 thereunder by 
failing to file a Schedule 13D within 10 days after 
acquiring more than 5% of the outstanding common 
stock of Medcom, Inc., then continuing to increase its 
percentage of ownership without filing the required 
statement, and subsequently filing a Schedule 13D 
containing misrepresentations of material facts 
relating to Oppenheimer’s purpose in acquiring the 
Medcom common stock. Medcom, Inc. is a 
Massachusetts corporation whose common stock is 
traded in the over-the-counter market. 





The proceedings are also based on staff allegations 
that Oppenheimer willfully violated Section 10(b) of 
the Exchange Act and Rule 10b-6 thereunder by 
bidding for and purchasing for its own account 
Medcom common stock while engaging in a 
distribution of such common stock. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford 
Oppenheimer an opportunity to offer defenses, if any, 
thereto. The hearing is for the purpose of determining 
whether the allegations are true and, if so, whether 
the Commission should order any action of a remedial 
nature. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13744/July 13, 1977 


Notice has been issued giving interested persons until 
July 28 to request a hearing on an application of the 
following stock exchange \for unlisted trading 
privileges in the $2 cumulative convertible preferred 
Series A Stock, no par value of the specified company: 
Philadelphia Stock Exchange, Inc.—Trans-World Air- 
lines, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13745/July 13, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. for unlisted 


trading privileges in the Common Stock, $1.00 par 
value, of Tandy Corporation 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13746/July 13, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-16 


The American Stock Exchange, Inc. (‘‘Amex’’) 
submitted on June 27, 1977 a proposed rule change 
under Rule 19b-4 to amend its so-called ‘‘reportable 
position report’’ requirements to reflect the initiation 


of puts trading on the exchange, and to change the 
present reporting limits from 100 to 200 contracts. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 18, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-77-16. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Markt 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13747/July 13, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE PACIFIC CLEARING 
CORPORATION 


(File No. SR-PCC-77-1) 


The Pacific Clearing Corporation (‘‘PCC’’) submitted 
on July 7, 1977, a proposed rule change, which has 
become effective pursuant to Section 19(b) (3) (A) of 
the Securities Exchange Act of 1934 and Rule 19b-4 
thereunder. The rule change amends PCC’s fee 
schedule by increasing the physical delivery charge 
payable by its participants from $1.00 to $1.50 per 
item. 


The foregoing rule change has become effective 
pursuant to Section 19(b) (3) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
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Commission may summarily abrogate the rule change 
if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposed of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 11, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PCC-77-1. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13748/ July 14, 1977 


Notices have been issued giving interested persons 
until July 29 to request a heating on applications of 
the following stock exchanges for unlisted trading 
privileges in the common stock of the specified 
companies: Philadelphia Stock Exchange, Inc. — 
Storage Technology Corporation, $.10 par value; Mid- 
west Stock Exchange, Incorporated—Chicago Bridge 
& Iron Co., $5.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13749/ July 14, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the common stock, no par value 
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of Dutch Boy, Inc. and in the common stock, $1.00 par 
value of Victor Comptometer Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13750/ July 14, 1977 


Admin. Proc. File No. 3-4684 
In the Matter of the Application of 


SHASKAN & CO., INC. 
New York, New York 


and 

JOSEPH BUCHMAN 

MEYER BUCHMAN 

SYDNEY BUCHMAN 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER VACATING ACTION OF REGISTERED 
SECURITIES ASSOCIATION 


In Securities Exchange Act Rel. No. 12492 (May 28, 
1976), the Commission issued an order modifying an 
disciplinary action against Shaskan & Co. and Sydney 
Buchman, modified the disciplinary action against 
Shaskan & Co., Joseph Buchman, Sydney Buchman 
and Meyer Buchman for violations of the NASD Rules 
of Fair Practice. The Commission affirmed the NASD 
disciplinary action against Shaskan & Co. and Sydney 
Buchman, modified the disciplinary action against 
Joseph Buchman, and set aside the disciplinary action 
against Meyer Buchman. 


Joseph Buchman and Sydney Buchman sought review 
of the Commission’s order in the United States Court 
of Appeals for the Second Circuit. In an Opinion and 
Order dated April 20, 1977, Sydney Buchman and 
Joseph Buchman v. Securities and Exchange 
Commission (C.A. 2, No. 76-4184), the Court of 
Appeals found that Sydney and Joseph Buchman had 
not violated the NASD Rules of Fair Practice and 
vacated the Commission’s order. 


Accordingly, | 1S ORDERED that the disciplinary 
action taken by the NASD against Joseph Buchman 
and Sydney Buchman be, and hereby is set aside. The 
NASD’s assessment of costs is also set aside. 





By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13751/July 14, 1977 


In response to questions arising from the New York 
City blackout, the Commission today advised the ex- 
changes and the NASD that if they believe they are 
capable of operating an orderly market in any 
securities other than options, they are free to do so. 


The Commission further pointed out that it is the 
responsibility of the exchanges and the NASD to bring 
to the Commission’s attention any unusual problems 
which are encountered. 


In addition, they should communicate to their broker 
members, that the brokers have a responsibility to 
bring to the attention of their customers the unusual 
nature of the markets. 


The Commission has requested that option trading not 
take place today in the absence of further advice from 
the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13752/ July 14, 1977 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 
Los Angeles, California 90014 


(File No. SR-PSE-77-18) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
‘*Act’’), as amended by Pub. L. No. 94-29, §16 (June 
4, 1975) notice is hereby given that on June 29, 1977, 
the Pacific Stock Exchange Incorporated (‘‘PSE’’) filed 
with the Commission copies of a proposed rule 


change. The proposed rule change would require a 
member who is registered as an alternate specialist, 
but not as a primary specialist in any security, to 
maintain at all times a minimum of $10,000 in cash or 
marketable securities for each security in which such 
alternate specialist is so registered up to $100,000, or 
an amount equal to 25% of the aggregate long and 
short market value of all positions in such securities, 
whichever is greater. 


Publication of notice of the proposed rule change is 
expected to be made in the Federal Register during 
the week of July 18, 1977. Interested persons are 
invited to submit written data, views and arguments 
concerning the proposed rule change. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-PSE-77-18. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in par- 
ticular, the requirements of Section 6 and the rules 
and regulations thereunder. 


The PSE proposal provides alternative capital require- 
ments for members who are not currently registered 
as primary specialists in any securities but who decide 
to register as alternate specialists in equity issues. 
The proposed requirements are identical to those 
already provided for exchange members registered as 
competing specialists but not as primary specialists in 
any equity securities traded on the PSE. The instant 
proposal should facilitate the registration of 
non-specialist members as alternate specialists by 
providing lower capital requirements than those which 
currently would apply to PSE members who wish to 
act as alternate specialists in certain securities. Hence, 
implementation of the proposed requirements should 
enhance the quality of market making in issues traded 
on an alternate specialist basis. The Commission 
therefore finds good cause for approving the proposed 
rule change prior to the thirtieth day after the date of 
publication of notice of filing thereof. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above, be, and it hereby is, approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20103/July 8, 1977 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6030) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
ACT AS SURETY FOR SUBSIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘‘AEP’’), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 12(b) and 12(f) of 
the Act and Rule 45 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


AEP proposes to act as surety for Wheeling Electric 
Company (‘‘Wheeling’’), an electric utility subsidiary 
company of AEP, in connection with a Wheeling rate 
proceeding now pending before the Public Service 
Commission of West Virginia (‘‘state Commission’’). 
On March 31, 1977, Wheeling filed with the state 
commission new increased rates for electric service in 
West Virginia. By order dated April 1, 1977, the state 
commission suspended the increased rates until August 
28, 1977, pending its investigations of such increased 
rates. The new increased rates can be made effective on 
and after August 28, 1977, subject to the posting by 
Wheeling of an appropriate bond to assure the making 
of appropriate refunds to its customers in the event the 
state commission’s final order in the proceeding should 
require refunds to be made. The state commission has 
indicated that it would permit AEP to become a surety 
for Wheeling in lieu of Wheeling’s posting of such 
bond. 


The purpose of the proposed transaction is to enable 
Wheeling, as permitted by West Virginia law, to begin 
applying the new increased rates prior to completion of 
the state commission’s investigation, hearing and 
decision with respect thereto. It is expected that the 
amount of the bond for the new increased rates will not 
exceed $2,550,000, which is equal to the estimated 
additional annual revenue that the new increased rates 
will provide. In the event that the amount of the bond 
ordered by the state commission should exceed such 
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amount, AEP will not execute the statutory bond until 
this Commission has issued a further order with respect 
thereto. It is desired to consumate the proposed 
transaction in order that Wheeling might save the cost 
of obtaining the statutory bond, which is estimated to 
cost at least $4,125 annually. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $2,500, 
including legal fees. It is stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IF FURTHER GIVEN that any interested per- 
son may, not later than August 3, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desired to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarant at 
the above-stated address and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20104/July 8, 1977 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 





(70-6006) 


ORDER AUTHORIZING PROPOSED CHARTER 
AMENDMENTS 


Central Power and Light Company (‘‘CP&L’’) and 
Public Service Company of Oklahoma (‘‘PSO’’), electric 
utility subsidiaries of Central and South West 
Corporation (‘‘CSW’’), a registered holding company, 
have filed a declaration and amendments thereto with 
this Commission pursuant to Sections 6, 7 and 12(e) of 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’), and rules 62 and 65 promulgated thereunder 
regarding the following proposed transaction. 


CP&L and PSO each propose to amend their respective 
Articles of Incorporation (‘‘Articles’’) so as to modify 
the minimum deductions required in computing 
‘Common Stock equity’’. The charter of each company 
limits payment of common stock dividends, so long as 
any Preferred Stock is outstanding, to either 75% or 
50% of net income available for such dividends 
dependent on the ratio of ‘‘Common Stock equity’’ to 
total capitalization during a stated period. For this 
purpose ‘‘Common Stock equity’’ is defined generally 
as the par value of, and premiums in respect of, all 
outstanding shares of stock ranking junior to Preferred 
Stock as to dividends or assets and the company’s 
surplus (retained earnings) subject to certain 
deductions. One such deduction is the excess, during a 
stated period, of an amount equal to 15% of gross 
operating revenues over the aggregate amount charged 
or provided on the books for maintenance, repairs and 
depreciation of property for such period. Historically, 
the 15% test has been widely used by utility companies 
as a good approximation of normal maintenance and 
depreciation requirements. In recent years, escalating 
fuel costs, which have no relationship to maintenance 
and replacement needs, have increased gross revenues 
and, as a consequence the 15% allowance greatly 
exceeds those requirements. Accordingly, CP&L and 
PSO’s respective Boards have proposed that the 
Articles be amended to provide that there be required 
to be deducted annually instead the excess, if any, of 
an aggregate amount equal to 3.2% and 3.0% respec- 
tively of the arithmetical average of the amount of de- 
preciable property bondable under the Indenture, 
owned by each company during each calendar year, 
and portion thereof after January 1, 1977, over the 
aggregate amount charged or provided on the books 
for depreciation, retirements, renewals and replace- 
ments and/or amortization for such periods. The 
amendments would permit adoption of a different per- 
centage by Commission order, issued after notice and 
opportunity for hearing, if the Commission finds that 
the stated percentages are no longer appropriate. It 
should be noted that the amended provisions would 
relate solely to depreciation, rather than maintenance, 
repair and depreciation. 





In addition, the charters of CP&L and PSO prohibit the 
issuance of additional Preferred Stock, without the 
approval of the holders’ of a majority of Preferred Stock 
then outstanding unless the company’s Common Stock 
equity is not less than the aggregate amount payable 
upon liquidation in respect of all shares of outstanding 
Preferred Stock, and, if earned surplus is considered to 
determine that the liquidation amount for issuing 
Preferred Stock is sufficient then, dividends on 
common stock cannot be paid if such payment would 
result in reducing Common Stock equity to an amount 
less than the aggregate amount payable upon 
liquidation in respect of all outstanding Preferred 
Stock. The respective Boards have recommended that, 
for the reasons stated above the amended definition of 
Common Stock equity apply to these provisions as well. 


Both CP&L and PSO have previously amended their 
respective Articles, pursuant to Commission authori- 
zation (HCAR No. 19271 and 19572 respectively), to 
enact analagous modification in the computation of the 
earnings coverage test that must be satisfied as a 
precondition to the issuance of additional Preferred 
Stock. 


CP&L proposes to call a special meeting of its 
shareholders (both Common Stock and Preferred Stock) 
to be held on or about July 5, 1977 to consider and vote 
upon the adoption of the proposed amendments. 


PSO proposes to call a special meeting of its 
shareholders (both Common Stock and Preferred Stock) 
to be held on or about July 19, 1977 to consider and vote 
upon the adoption of the proposed amendments. Each 
company has solicited proxies from its shareholders 
pursuant to Commission order issued pursuant Rule 62. 
(HCAR No. 20033) 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been give 
in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20033), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the declaration, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 
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For: the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20105/July 8, 1977 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
ASSOCIATE NATURAL GAS COMPANY 
405 West Park Street 

Blytheville, Arkansas 72315 


(70-5756) 
NOTICE OF PROPOSAL TO MAKE SHORT-TERM 


BORROWINGS FROM BANKS; EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Associated Natural 
Gas Company (‘‘Associated’’), a wholly-owned 
subsidiary of Arkansas-Missouri Power Company 
(‘‘Arkansas-Missouri’’), a wholly-owned subsidiary of 
Middle South Utilities, Inc., a registered holding 


company, has filed a post-effective amendment to an 
application-declaration with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(‘‘Act’’) designating Sections 6(a) and 7 of the Act and 
Rule 50(a)(2) promulgated thereunder as applicable to 
the following proposed transaction. All interested 
persons are referred to the post-effective amendment, 
which is summarized below, for a complete statement 
of the proposed transaction. 


Associated proposes to make unsecured short-term 
borrowings from various commercial banks from time 
to time for a period of one year from the effective date 
of this post-effective amendment in an aggregate 
amount not to exceed $2,750,000 at any one time 
outstanding. To effect such borrowings Associated 
proposes to issue and sell to the First National Bank, 
Sikeston, Missouri, for the account of participating 
banks, an unsecured promissory note payable not more 
than 270 days from the date of issuance and which may 
be renewed from time to time but mature not later than 
one year from the effective date of the post-effective 
amendment. Except as stated above, the terms and 
conditions of these borrowings, including the form of 
the note to be issued by Associated, applicable interest 
rate, and right of prepayment, will be the same as those 
set forth in the application-declaration as amended and 
the Commission’s orders of November 26, 1975 (HCAR 
No. 19264) and August 17, 1976 (HCAR No. 19651). 
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The net proceeds of the borrowings will be applied to 
the payment at maturity of Associated’s presently 
outstanding bank borrowings previously authorized by 
the Commission. Associated currently intends to repay 
the proposed borrowings from the proceeds of 
permanent financing or with funds that might 
otherwise become available to Associated. ; 


It is stated that the issuance and sale of the note is 
exempted from the competitive bidding requirements 
of Rule 50 by reason of paragraph (a)(2) thereof. 
Associated states that no separate or special expenses 
are anticipated in connection with the proposed 
transaction. It is further stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 1, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by the filing 
which he desired to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. At any such request should be ad- 
dressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20106/July 8, 1977 


In the Matter of 





LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-601 2) 


ORDER CORRECTING TERMS OF INSTALLMENT 
PAYMENT OBLIGATION 


By order dated June 24, 1977 (HCAR No. 20089), the 
Commission released jurisdiction over the installment 
payment obligations to be undertaken by Louisiana 
Power & Light Company (‘‘Louisiana’’), and electric 
utility subsidiary of Middle South Utilities, Inc., a 
registered holding company, in connection with sales 
agreements entered into by Louisiana and the Parishes 
of St. Charles and Ouachita, Louisiana providing for the 
construction, installation, equipment and completion of 
pollution control facilities in each of the aforesaid 
Parishes and also providing for the construction, 
installation, equipment and completion by Louisiana of 
industrial development facilities in St. Charles Parish. 
The order erroneously recited that the Parish of 
Ouachita sold $1,000,000 of pollution control revenue 
bonds. The order is corrected to reflect that the Parish 
of Ouachita has sold $2,000,000 of pollution control 
revenue bonds. All other terms and conditions of the 
Commission’s order remain unchanged. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20107/July 8, 1977 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


(70-6026) 


NOTICE OF AUTHORIZATION OF STOCK ISSU- 
ANCE FOR DIVIDEND REINVESTMENT AND 
STOCK PURCHASE PLAN AND EMPLOYEE STOCK 
OWNERSHIP PLAN 


NOTICE IS HEREBY GIVEN that Allegheny Power 


System, Inc. (‘‘Allegheny’’), a registered holding 
company, has filed a declaration with this Commission 
and an amendment thereto, pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) 


designating Sections 6(a) and 7 of the Act and Rule 
50(a)(5)(c) promulgated, thereunder, as applicable to 
the following proposed transactions. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Allegheny proposes to issue not more than 1,000,000 
shares of its authorized and unissued common stock, 
par value $2.50 per share (‘‘Additional Common 
Stock’’) pursuant to a proposed Dividend Reinvestment 
and Stock Purchase Plan (‘‘Dividend Plan’’) and 
pursuant to a proposed Tax Reduction Act Stock 
Ownership Plan (‘‘TRASOP’’). As of May 31, 1977, 
Allegheny is authorized to issue 40,000,000 shares of its 
Common Stock of which 30,792,231, are outstanding. 
Allegheny states that its Charter provides that no 
holder of Common Stock is entitled as a matter of right 
to subscribe to any new or additional shares of Common 
Stock unless the same is offered for money other than 
by a public offering. 


It is stated that the Dividend Plan will make either or 
both of the following options available, on a voluntary 
basis, to all holders of record from time to time of 
Allegheny’s Common Stock: 


(a) The investment of cash dividends automatically, 
on each quaterly dividend payment date, in Additional 
Common Stock. 


(b) Optional cash purchases of not less than $50 and 
not more than $5,000 per quarter of Additional 
Common Stock provided that in each quarter the 
maximum aggregate amount of Additional Common 
Stock to be made available for purchase shall not 
exceed the number of shares which have been offered 
to, but not purchased by, the holders of shares of 
Common Stock with cash dividends. 


It is further stated that in each case the price of the 
Additional Common Stock will be equal to the average 
of the daily high and low market prices of Allegheny’s 
Common Stock as published in the Wall Street Journal 
Report New York Stock Exchange-Composite Trans- 
actions for the 10 trading days prior to the dividend 
payment date. All costs and charges of participation in 
the Dividend Plan will be paid by Allegheny. A 
shareholder may withdraw from the Dividend 
Reinvestment part of the Dividend Reinvestment part 
of the Dividerid Plan at any time by giving appropriate 
written notice, and such withdrawal will have no effect 
on such shareholder’s right to continue to make 
optional cash purchases. Manufacturers Hanover Trust 
Company, the transfer agent and registrar (as of July 1, 
1977) of Allegheny’s Common Stock, will administer 
the Dividend Plan, keep records, send statements to 
shareholders and perform all other duties related to the 
Plan. Shareholders who currently participate in the 
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Automatic Dividend Reinvestment Plan for Allegheny’s 
Common Stock will automatically be enrolled in the 
Dividend Plan unless they give notice that they no 
longer wish to participate. Allegheny reserves the right 
to direct the administrator of the Plan to purchase 
shares in the open market, subject to applicable 
regulatory requirements, with funds provided from 
participants’ cash dividends and optional cash 
payments. In such event Allegheny states that the price 
of any such shares to the participant will be the average 
cost of the shares excluding any related brokerage fees 
or commissions which will be paid by Allegheny. In the 
event optional cash payments exceed the number of 
shares available for optional cash purchases, that is the 
number of shares which have been offered to but not 
purchased by the holders of shares with cash dividends 
in that quarter, the available shares will be alloted 
among those who have made optional cash payments, 
in proportion to the amount of their optional cash 
payments, and any excess cash remaining will be 
refunded to participants without interest. Allegheny 
reserves the right to amend, suspend, modify, or 
terminate the Dividend Plan at any time, and upon such 
termination or upon withdrawal from the Dividend Plan 
by any shareholder, certificates for whole shares in the 
participants account will be issued to the participant 
and a cash payment will be made for any fraction of a 
share. 


Allegheny proposes to issue Additional Common Stock 
to a trust for the benefit of qualified Allegheny 
employees pursuant to the requirements of the Tax 
Reduction Act of 1975, as amended by the Tax Reform 
Act of 1976. The value of shares of Additional Common 
Stock to be issued to the trust will be equal to 10% of 
the prior year’s investment tax credit (adjusted as 
required for any recapture of investment tax credit), 
and will be funded by the amount, now estimated to be 
$1.2 million for 1976, by which Allegheny’s income 
taxes are reduced as a result of the additional 1% 
investment tax credit available to Allegheny pursuant 
to Section 46(a)(2)(b)(i) of the Internal Revenue Code. 
The number of shares of Additional Common Stock to 
which each qualified employee (an employee of 
subsidiaries of Allegheny who is not included in a unit 
of employees covered by a collective bargaining 
agreement and who has been an employee for a 
specified period, generally 6 months, as more fully 
defined in the Plan) shall be entitled will be computed 
in proportion to the compensation of each of them 
(maximum $100,000 a year) to the total compensation of 
all such qualified emp!nyees in that year and the price 
of the shares will be equal to the daily average of the 
closing prices (as pub!ished in the Wall Street Journal 
Report of New Yorx Stock Exchange-Composite 
Transactions) for the 20 business days preceding the 
day the stock is issued to the trust. The Additional 
Common Stock issued to the trust will be in 
consideration for the past labor and services of 
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qualified Allegheny employees. All costs of 
administration of the TRASOP, in excess of those 
allowed by the Tax Reduction Act to be paid from 
contributions to the trust will be paid by Allegheny. 


The proceeds from the issuance of the Additional 
Common Stock under the Dividend Plan and the tax 
savings which will be realized as a result of the 
TRASOP, the total amount of which cannot be 
determined, will be added to Allegheny’s general funds 
and are expected to be used for pre-payment, or 
payment at maturity of short-term debt then 
outstanding, acquisition of common stock of and capital 
contributions to Allegheny’s subsidiaries and for other 
corporate purposes. It is stated that on December 31, 
1976 and May 31, 1977 Allegheny had no short-term 
debt outstanding and it is expected that on September 
30, 1977, $40 million in short-term debt will be 
outstanding pursuant to this Commission’s Order File 
No. 70-5809. 


The fees and expenses incurred or to be incurred in 
connection with the Dividend Plan are estimated at 
$114,000, exclusive of the fees of the Administrator of 
said Plan and other recurring operating costs estimated 
at $21,000 annually. The estimated fees and expenses 
of Allegheny in connection with the TRASOP will be 
filed by amendment. 


The Maryland Public Service Commission has approved 
the proposed transactions. It is further stated that no 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN, that any interested 
person may, not later than August 2, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as amended or as it may be 
further amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may. deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 





thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20108/ July 8, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


KENTUCKY POWER COMPANY 
15th Street and Carter Avenue 
Ashland, Kentucky 41101 


KINGSPORT POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


MICHIGAN POWER COMPANY 
P.O. Box 413 
Three Rivers, Michigan 49093 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


WHEELING ELECTRIC COMPANY 
51 Sixteenth Street 
Wheeling, West Virginia 26003 


(70-5993) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ACQUISITION OF EVIDENCES OF 
INDEBTNESS FROM RESIDENTIAL GAS UTILITY 
CUSTOMERS PURSUANT TO A RESIDENTIAL 
INSULATION FINANCING PROGRAM 


NOTICE IS HEREBY GIVEN that the above-named 
electric utility subsidiary companies of American 
Electric Power Company, Inc., a registered holding 
company, (collectively, ‘‘the Applicants’’), have filed 
with this Commission a first post-effective amendment 
to their application previously filed in this proceeding 
pursuant to the Public Utility Holding Company Act of 


1935 (‘‘Act’’), designating Section 9(a)(1) of the Act 
and Rule 40 promulgated thereunder as applicable to 
the following proposed transaction. All interested 
persons are referred to the amended application, which 
is summarized below, for a complete statement of the 
proposed transaction. 


By order dated May 27, 1977 (HCAR No. 20052), this 
Commission, among other things, authorized the seven 
applicants to acquire evidences of indebtness from their 
respective residential electric utility customers 
pursuant to a Residential Insulation Financing 
Program (‘‘Program’’). Loans of up to $750 per 
customer were authorized, with the maximum amount 
of loans outstanding at any one time from all Applicants 
limited to $7,500,000. The maximum amount author- 
ized for Michigan Power Company (‘‘Michigan’’) was 
$100,000. 


By their first post-effective amendment, applicants 
propose to extend the Program to Michigan’s 52,000 
residential gas customers. It is stated that the inclusion 
of these gas customers will increase Michigan’s need to 
$250,000, which in turn, will require the maximum 
aggregate amount of loans outstanding at any one time 
from all the Applicants to be increased to $7,650,000. 


It is stated that no additional fees and expenses are to 
be incurred in connection with the proposed 
transaction. It is further stated that no state 
commission and no federal commission, other than this 


Commission, has jurisdiction over the proposed 
acquisition of customers’ notes, except that several 
state commissions will, in the exercise of their general 


regulatory authority, pass upon and approve the 
general provisions of the Program. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 2, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
post-effective amendment to the application which he 
desires to controvert: or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicants at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended by said post-effective 
amendment or as it may further be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
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request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20109/ July 14, 1977 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6023) 


ORDER AUTHORIZING PROPOSED AMENDMENT 
TO ARTICLES OF INCORPORATION 


Louisiana Power & Light Company (‘‘Louisiana’’), an 
electric utility subsidiary of Middle South Utilities, Inc. 
(‘‘Middle South’’), a registered holding company, has 
filed a declaration with this Commission pursuant to 
Sections 6(a), 7, and 12(e) of the Public Utility Holding 


Company Act of 1935 (‘‘Act’’), as applicable to the 
following proposed transaction. 


Under Louisiana’s Articles of Incorporation, as 
amended, (‘‘Charter’’) pursuant to which the company 
is constituted, Louisiana is authorized to have 
outstanding 100,000,000 shares of common stock 
without nominal or par value and 1,055,000 shares of 
preferred stock having a par value of $100 per share. Of 
said authorized preferred stock, 805,000 shares are 
presently outstanding. Louisiana proposes to amend its 
Charter so as to increase the number of shares of said 
preferred stock which it is authorized to have out- 
standing from 1,055,000 shares to 2,055,000 shares. 


Louisiana further proposes to delete certain provisions 
in its Charter relating io a class of $100 par value 
common stock used in organizing the company but 
subsequently retired and cancelled and not permitted 
to be reissued. No change is proposed with respect to 
the common stock without nominal or par value, or the 
amount thereof authorized to be outstanding. 


It is contemplated that the proceeds from the issuance 
and sale of additional series of preferred stock will pro- 
vide part of the funds needed to finance Louisiana’s 
construction program and for other corporate purposes. 
It is stated that Louisiana’s contruction program is 
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contemplated to have expenditures of approximately 
$198 million in 1977, $217 million in 1978, $190 million 
in 1979, and $177 million in 1980 of which $125 million, 
$130 million, $100 million, and $90 million, respec- 
tively, will have to be raised from external sources. 
Louisiana states that necessary funds from external 
sources will be raised through the issuance and sale of 
securities, including preferred stock. While the exact 
nature and amounts of such issuances will depend upon 
Louisiana’s capital requirements and marketing con- 
ditions existing at the time, Louisiana states that it 
expects to issue and sell 300,000 shares of a new series 
of its preferred stock, $100 par value, in the fourth 
quarter of 1977, and further contemplates that it will 
issue and sell at least 150,000 shares of such preferred 
stock during each of the years 1978, 1979 and 1980. 


It is further stated that pursuant to the Charter and 
applicable state law, the preferred stock has no right to 
vote on a charter amendment which simply increases 
the authorized amount of preferred stock. All voting 
power thereon is vested in the common stock. Under 
applicable state law, such voting power may be 
exercised and such charter amendment consented to 
and effected by the Unanimous Written Consent 
thereto signed by all of the holders of said common 
stock, without necessity for a meeting of shareholders. 
All of Louisiana’s outstanding common stock is held 
and owned by Middle South, which has advised 
Louisiana of its willingness and intention to execute and 
deliver such an Unanimous Written Consent. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated not to exceed 
$4,700 in the aggregate, including legal fees not 
exceeding $2,500. It is stated that no state or federal 
commission, other than this Commission has juris- 
diction over the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20078), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20110/July 14, 1977 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-6029) 


NOTICE OF PROPOSED CREDIT AGREEMENT 
BETWEEN BANK AND UTILITY COMPANY 


NOTICE IS HEREBY GIVEN that Southwestern 
Electric Power Company (‘‘SWEPCO’’), an electric 
utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed a 
declaration with this Commission, designating Sections 
6 and 7 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’), as applicable to the proposed 


transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 


statement of the proposed transaction. 


SWEPCO states that it commenced commercial 
operation this spring of its first coal-fired generating 
unit, Unit No. 1 at Welsh Power Plant, near Casow, 
Texas (‘‘Welsh’’). Coal for Welsh comes from a mine in 
Wyoming and is supplied under a 25 year requirements 
contract. SWEPCO plans to maintain acoal inventory at 
Welsh equivalent to an average of 60 to 90 days’ 
supply, about 500,000 tons. Coal is delivered by unit 
train, three times a week, and SWEPCO pays the 
supplier on the 15th of the month for one-half the 
estimated deliveries for that month and one-half the 
actual deliveries for the prior month and pays the rail 
carrier its freight charges upon delivery. At current 
prices, including freight, SWEPCO states that the coal 
inventory at Welsh will have an average value of 
approximately $7,000,000. 


SWEPCO proposes to enter into a Credit Agreement 
(the ‘‘Agreement’’) with Bank of America National 
Trust and Savings Association (the ‘‘Bank’’) to provide 
a source for financing the coal for Welsh, including 
transportation charges paid to carriers but not any of 
the Company’s internal costs, until the time the 
Company reasonably expects to collect from customers 
revenues reimbursting it for such fuel costs. The 
maximum amount of loans outstanding under the 
Agreement at any one time is limited to $5,000,000. 


The Agreement extends to the Company an acceptance 
line of credit under which the Bank will accept drafts 
until June 30, 1978, to finance coal for Welsh. Drafts 
shall be equal in term to the time the Company esti- 
mates will be necessary for it to recover its costs from 
customers, which is expected to average 60 days. No 
draft shall exceed 270 days. Each draft will be 
accepted at its face amount less the Bank’s then 
prevailing acceptance commission and cost of 
discounting. The effective interest rates on the 
acceptances will, including such commission and cost, 
be approximately 103 basis points over the prevailing 
certificate of deposit bid rate for equivalent maturities, 
depending on the cost of discounting fixed by the 
Federal Reserve System. The 60 day certificates of 
deposit rate quoted in the Wall Street Journal on June 
27, 1977, was 5.30%, which would produce a cost of 
money to the Company of 6.33%. No compensating 
balances or indirect costs are involved. The Agreement 
also extends to the Company an ‘‘advance credit’’ in a 
maximum amount of $500,000, to permit it to borrow 
the amount of the Bank’s discount and commission. 
The interest rate on this credit would be 120% of the 
Bank’s prime rate for 90-day loans to substantial 
borrowers in effect on the date of the loan. The 
Company does not expect to use this credit in normal 
operation. The prime rate of 6.50% to 6.75% would 
result in an effective interest cost to SWEPCO of 7.80% 
to 8.10%. 


The bank will enjoy a security interest in the coal 
financed under the Agreement. SWEPCO states its 
intention, if permitted by the applicable regulatory 
agencies, to include the financing costs under the 
Agreement as a component in its fuel cost under fuel 
adjustment clauses in its rates. 


It is stated that no state commission and no federal 
commission, other than this Commission, has any 
jurisdiction with respect to the proposed transaction. It 
is stated that fees and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $5.500, including a total of $2,000 in legal fees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 8, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarant at 
the above-stated address and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as filed or as it may be amended, 
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may be permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20111/July 14, 1977 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5986) 


SUPPLEMENTAL ORDER AUTHORIZING PRO- 
POSED FURTHER AMENDMENT TO DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN 
AND RELEASING JURISDICTION AS TO FEES 


American Electric Power Company, Inc. (’’AEP’’), a 
registered holding company, has filed a first 
post-effective amendment to its declaration previously 
filed with this Commission pursuant to Sections 6(a), 7 
and 12(e) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rule 62 promulgated thereunder 
regarding the following proposed transaction. 


By prior order of the Commission in this proceeding 
(HCAR No. 19992, April 29, 1977), AEP was authorized 
to amend its Dividend Reinvestment and Stock 
Purchase Plan (‘‘Plan’’), subject to shareholders 
approval. The Plan had been previously authorized by 
the Commission in a separate proceeding (File No. 
70-5943, HCAR No. 19879, February 8, 1977), The two 
amendments provided for: (1) Plan participants’ 
optional cash payments to be invested monthly, rather 
than quaterly; and (2) participation by AEP System 
employees in the Plan. Shareholders approval of the 
amended Plan was given on April 27, 1977. 


The modification to the Plan proposed by the first 
post-effective amendment would permit participants to 
reinvest on all or less than all of the shares registered in 
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their names. If reinvestment is based on less than all of 
the shares so registered, the participant will continue to 
receive cash dividends on the non-participating 
balance. Under the Plan without the proposed 
amendment, reinvestment of dividends on all shares 
registered in a participant’s name is required. It is 
stated that the proposed amendment represents only a 
technical modification of the existing Plan. AEP seeks 
to implement the Plan, including the amendment 
herein sought, in late July when Plan authorization 
cards will be sent to shareholders. 


The fees and expenses to be incurred by AEP in 
connection with all three amendments of the Plan are 
estimated not to exceed $7,500. No state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
first post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said first post-effective amendment, be, 
and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act and 
that the jurisdiction with respect to fees and expenses 
of amending the Plan be, and it hereby is, released. 


For the Commission, by the Division of Coporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9845/July 12, 1977 


In the Matter of 
LIQUIFUND, INC. 

75 West 190th Street 
Bronx, New York 10468 


(811-2519) 





ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
» DECLARING THAT COMPANY HAS CEASED TO BE 
f AN INVESTMENT COMPANY. 


Liquifund, Inc. (‘‘Fund’’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a 
non-diversified, open-end, management investment 
company, filed an application on December 24, 1976, 
and amendments thereto on May 21, 1977, and June 
10, 1977, and for an order of the Commission, 
pursuant to Section 8(f) of the Act, declaring that the 
Fund has ceased to be an investment company as 
defined in the Act. 


On June 13, 1977, a notice (Investment Company Act 
Release No. 9814) was issued of the filing of said appli- 
cation. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
Fund has ceased to be an investment company as 
defined in the Act. Accordingly, 


IT |S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Liquifund, Inc., shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9846/ July 13, 1977 


In the Matter of 

PETROLEUM CORPORATION OF AMERICA 
201 North Charles Street 

Baltimore, Maryland 21201 

(811-81) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 


DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Petroleum 
Corporation of America (‘‘Petroleum’’), a closed-end, 
diversified management investment company, regis- 
tered under the Investment Company Act of 1940 
(‘‘Act’’), filed an application on April 21, 1977, 
pursuant to Section 8(f) of the Act, for an order 
declaring that Petroleum has ceased te be an 
investment company. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Petroleum, a Delaware corporation, registered under 
the Act on November 1, 1940. Petroleum represents 
that on February 10, 1977 the respective boards of 
directors of Petroleum and of Petroleum and 
Resources Corporation (‘‘Maryland Corporation’’), a 
wholly-owned subsidiary of Petroleum incorporated 
under the laws of Maryland, approved and adopted an 
Agreement and Articles of. Merger (‘‘Agreement’’) 
which provided for the merger of Petroleum into 
Maryland Corporation. Petroleum states that the 
Agreement was approved by the shareholders of 
Petroleum on March 30, 1977 and that the merger was 
consummated on April 13, 1977. Petroleum represents 
that pursuant to the terms of the Agreement, 
Maryland Corporation acquired all of the assets and 
assumed all of the obligations and liabilities of Petro- 
leum, and that the former shareholders of Petroleum 
became shareholders of Maryland Corporation. 
Petroleum further represents that Maryland Corpora- 
tion registered under the Act as a closed-end, diversi- 
fied management investment company on March 10, 
1977, and that since the date of the merger, Maryland 
Corporation has conducted the business previously 
conducted by Petroleum which no longer exists. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the effectiveness of such order the registration of 
such company shall cease to be in effect. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than August 8, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
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Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9847/July 13, 1977 


In the Matter of 


STANDARD SHARES, INC. 
230 Park Avenue 
New York, New York 10017 


(812-4128) 


ORDER PURSUANT TO SECTIONS 6(c) AND 17(b) 
OF THE ACT EXEMPTING CERTAIN TRANSAC- 
TIONS FROM THE PROVISIONS OF SECTION 17(a) 
OF THE ACT 


Standard Shares, Inc. (‘‘Applicant’’), a closed-end, 
non-diversified management company registered 
under the Investment Company Act of 1940 (‘‘Act’’), 
filed an application on April 25, 1977, pursuant to 
Sections 6(c) and 17(b) of the Act for an order 
permitting Applicant to exchange a 6% unsecured 
promissory note of Brand Insulations, Inc., in principal 
amount of $1,000,000, payable on May 1, 1977, for a 
new promissory note of Brand Insulations, Inc., in 
principal amount of $1,000,000, payment upon which 
will not be due until 1979, when semi-annual 
payments of $250,000 each will commence. 


On June 13, 1977, a notice was issued (Investment 
Company Act Release No. 9813) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application might be issued on 
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the basis of the information stated in the application 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found. that 
the terms of the proposed exchange are fair and 
reasonable and do not involve overreaching on the part 
of any person concerned, and that the proposed 
exchange is consistent with the policy of the Applicant 
and with the general purposes of the Act. It is further 
found that the granting of the requested exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors. Ac- 
cordingly, 


IT 1S ORDERED, pursuant to Sections 6(c) and 17(b) 
of the Act, that the proposed exchange by Standard 
Shares, Inc. of a $1,000,000 promissory note due May 
1, 1977 issued by Brand Insulations, Inc. for a new 
$1,000,000 note issued by Brand Insulations, Inc., the 
initial installment payment will not be due until 1979, 
be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9849/ July 14, 1977 


In the Matter of 


FIRST KANSAS FINANCIAL, INC. 
600 Bitting Building 

107 North Market 

Wichita, Kansas 67202 


(811-1183) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT FIRST KANSAS FINANCIAL, 
INC. HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that First Kansas 
Financial, Inc. (‘‘First Kansas’’), a face-amount 
certificate company registered under the Investment 
Company Act of 1940 (‘‘Act’’), filed an application on 
May 31, 1977, and an amendment thereto on June 29, 
1977, pursuant to Section 8(f) of the Act, for an order 











declaring that First Kansas has ceased to be an 
, investment company as defined in the Act. All 
‘ interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


First Kansas, formerly named First Home Investment 
Corporation of Kansas, Inc., was incorporated in 
Kansas in 1961. It registered under the the Act as a 
face-amount certificate company on November 8, 1962. 
First Kansas states that, on April 24, 1973, it filed a 
voluntary petition for Reorganization under Chapter X 
of the Bankruptcy Act in the United States District 
Court for the District of Kansas (the ‘‘Court’’), and for 
the next three years First Kansas was operated under 
the jurisdiction of the Court and under control of a 
trustee appointed by the Court. First Kansas further 
represents that, on April 26, 1976, a Plan of 
Reorganization for it was ‘confirmed by the Court. 
Prior to the commencement of such reorganization 
proceedings, First Kansas issued face-amount 
certificates, but First Kansas has not issued any face- 
amount certificates since March 31, 1973, nor will it in 
the future issue any additional face-amount 
certificates. 


First Kansas entered into an Agreement and Plan of 
Reorganization (the ‘‘Agreement’’) with Central 
National Bancshares, Inc. (‘‘Central’’), dated March 


15, 1977, which provides, among other things, that 


upon the occurrence of certain conditions, which 
include obtaining apporval of regulatory agencies; the 
Court and the shareholders of both First Kansas and 
Central, First Kansas will be merged into Central. 
Immediately prior to the merger, First Kansas will 
cause its wholly-owned subsidiary, FKF, Inc., an lowa 
corporation, to assume all of First Kansas’ obligations 
to the holders of its outstanding face-amount 
certificates and First Kansas will transfer to FKF, Inc. 
assets having an approximate aggregate value at least 
equal to the then aggregate amount of First Kansas’ 
face-amount certificate reserves plus $250,000. FKF, 
Inc. was registered as an investment company under 
the Act on May 31, 1977 and upon consumation of the 
merger will perform all of the duties which First 
Kansas would have otherwise been obligated to 
perform with respect to the outstanding face-amount 
certificates. In addition, Central will continue to be 
liable to the holders of such face-amount certificates, 
although it is represented that the assets being 
transferred to FKF, Inc. immediately prior to the 
proposed merger should be sufficient to enable FKF, 
Inc. to satisfy all obligations to the certificate holders. 
Neither Central nor FKF, Inc. will issue any additional 
face-amount certificates. 


First Kansas represents that Central is a bank holding 
company owning, exclusive of directors’ qualifying 


shares, all or substantially all of the outstanding 
capital stock of four lowa banks, and that upon con- 
summation of the proposed merger, Central will use 
most of the assets of First Kansas to acquire additional 
commercial banks, to strengthen the capital of certain 
banks presently owned by Central, and, to a much 
lesser extent, to assist its mortgage banking opera- 
tions. Accordingly, the application states that Central 
will not be an investment company within the meaning 
of the Act. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, upon application, finds 
that a registered investment company has ceased to be 
an investment company, it shall so declare by order 
and upon the effectiveness of such order, the registra- 
tion of such company shall cease to be in effect. If 
necessary for the protection of investors, such an order 
may be made subject to appropriate conditions. 


An order disposing of this matter will be issued upon 
notification, by amendment to the application, to the 
Commission by First Kansas or Central that the merger 
was consummated substantially in accordance with the 
Agreement and that the requisite assets have been 
transferred to FKF, Inc., unless a hearing should be 
ordered as described below. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 8, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the adress stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Comission’s 
own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9849/ July 14, 1977 


In the Matter of 


BEAVER INSURANCE COMPANY 
Suite 440 

300 Montgomery Street 

San Francisco, California 94104 


CONTINENTAL CAPITAL CORPORATION 
Suite 2690 

555 California Street 

San Francisco, California 94104 


FRED PARR COX 

Suite 5185 

555 California Street 

San Francisco, California 94104 


and 


DUNFORD FORREST GREENE 
Suite 2680 

555 California Street 

San Francisco, California 94104 


(812-4129) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTIONS 17(b) and 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER EXEMPTING A PRO- 
POSED TRANSACTION FROM SECTION 17(s) OF 
THE ACT AND PERMITTING PARTICIPATION IN 
SAID TRANSACTION. 


NOTICE IS HEREBY GIVEN that Continental Capital 


Corporation (‘‘Continental’’), licensed as a small 
business investment company under the Small 
Business Act of 1958 and registered under the Invest- 
ment Company Act of 1940 (the ‘‘Act’’) as a non- 
diversified, closed-end, mahagement investment 
company, Beaver Insurance Company (‘‘Beaver’’), a 
privately-owned workman’s compensation insurance 
company, Mr. Fred Parr Cox (‘‘Mr. Cox’’), chairman 
of Continental and a director of Beaver and Mr. 
Dunford Forrest Greene (‘‘Mr. Greene’’), a director of 
Continental and Beaver (collectively, ‘‘Applicants’’), 
filed an application on april 27, 1977, and amendments 
thereto on May 20, 1977, May 25, 1977, and June 24, 
1977, pursuant to Sections 17(b) and 17(d) of the Act 
and Rule 17d-1 thereunder for an order of the 
Commission: (1) exempting from the provisions of 
Section 17(a) of the Act the proposed sale by Beaver to 
Continental of 6,667 shares of Beaver common stock, 
and (2) permitting, as a joint transaction, the proposed 
sale of Beaver common stock to Continental,Mr. Cox, 
Mr. Greene, and certain officers, directors or 
employees of Beaver. All interested persons are 
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referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicants state that Beaver has outstanding 20,000 
shares of common stock, and that of such shares: (1) 
Continental owns 6,667 shares; (2) Mr. Cox owns 400 
shares; and (3) Mr. Greene’s family owns 100 shares. 
According to the application, Beaver management 
deems it prudent to raise additional equity capital and 
therefore proposes to sell up to an additional 20,000 
shares of its common stock: Applicants state that one 
of several tests of financial safety applied by insurance 
regulators and financial analysts is the ratio of 
premium writings of an insurer to its net worth, and 
that the sale of Beaver shares is intended to facilitate 
an increase in the volume of insurance written by 
Beaver. 


According to the application, 20,000 Beaver shares will 
be offered at a price of $52.50 per share, and if such 
shares are not fully subscribed to by current Beaver 
shareholders, the remaining shares will be offered to 
non-shareholder officers, directors and selected 
employees of Beaver. Applicants state that: (1) Con- 
tinental intends to purchase 6,667 shares; (2) Mr. Cox 
intends to purchase 1,000 shares; and (3) Mr. Greene 
intends to purchase 4,300 shares, respectively, of the 
Beaver shares to be sold. 


Applicants state that Beaver was formed in 1970, and 
is licensed to do business in California as a workman’s 
compensation insurance company. According to the 
application: (1) premiums written by Beaver during 
the calendar years 1975 and 1976 amounted to 
$1,788,000 and $2,802,000, respectively, and premium 
writings in 1977 indicate a continuation of this pattern 
of increase, and (2) net income (loss) after taxes was 
($19,141), $135,920, ($55,999), and $95,275, for the 
fiscal years ended December 31, 1973 through 
December 31, 1976, respectively. 


Section 2(a)(3) of the Act defines an ‘‘affiliated 
person’’ of another person to include, inter alia: 
(1) any person owning 5 percent or more of the out- 
standing voting securities of such other person; (2) any 
person, 5 percent or more of whose outstanding voting 
securities are owned by such other person; or (3) any 
officer, director or employee of such other person. 
Applicants conclude that Beaver, Mr. Cox and Mr. 
Greene are affiliated persons of Continental, and that 
Continental, Mr. Cox, Mr. Greene and the officers, 
directors and employees of Beaver are affiliated 
persons of Beaver. Applicants further state that 
Beaver is presumed to be a company ‘‘controlled’’ by 
Continental, as that term is defined by Section 2(a)(9) 
of the Act, by reason of its ownership of more than 25 
percent of the voting securities of Beaver. 














Section 17(a) of the Act, in pertinent part, provides 
»that it shall be unlawful for an affiliated person of a 
fregistered investment company knowingly to sell to 
such registered investment company any security or 
other property. Section 17(b) of the Act provides ‘hat 
the Commission, upon application, shall exempt a 
proposed transaction from the provisions of Section 
17(a) of the Act if evidence establishes that the terms 
of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and 
do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of the registered investment 
company concerned and with the general purposes of 
the Act. Applicants state that the proposed sale of 
Beaver stock to Continental requires an exemption 
from Section 17(a) of the Act because such transaction 
would involve the sale of a security to a registered 
investment company (Continental) by an affiliated 
person of such investment company (Beaver). 

Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, or an affiliated person of such person, acting 
as principal, to effect any transaction in which such 
registered investment company is a joint participant, 
without the permission of the Commission. Rule 17d-1 
provides, in part that in passing upon applications for 
orders granting such permission, the Commission will 
consider (1) whether the participation of the invest- 
ment company in such transaction on the basis 
proposed is consistent with the provisions, policies, 
and purposes of the Act, and (2) the extent to which 
such participation is on a basis different from or less 
advantageous than that of other participants. 
Applicants submit that the proposed sale of Beaver 
stock to Continental, Mr. Cox, Mr. Greene and the 
officers, directors and selected employees of Beaver 
requires an order of the Commission pursuant to Rule 
17d-1. 


Applicants state that the officers of Continental, in the 
exercise of their business judgment, have carefully 
evaluated the proposed transaction and believe that 
the proposed transaction is in the best interest of 
Continental and all of its securityholders, and that 
Continental’s directors, after disclosure of the material 
facts and with Mr. Cox and Mr. Greene abstaining, 
voted unanimously to authorize the proposed purchase 
of Beaver shares. Applicants further state that the 
proposed investment by Continental is consistent with 
the policy of the Small Business Act of 1958 and with 
its own investment policy. 


According to the application, at December 31, 1976, 
the shareholders’ equity in Beaver amounted to $57.24 
per share and at May 31, 1977, shareholders’ equity in 
Beaver amounted to $55.62 per share. Applicants 
submit that, although the’ proposed offering price of 


Beaver stock of $52.50 per share is less than the book 
value of outstanding Beaver shares, the price equals 
the fair value of Beaver shares as determined by 
Continental’s directors for purposes of Continental’s 
1976 annual report. Applicants further submit that: (1) 
Continental’s participation in the proposed transaction 
will be on the same basis as that of Mr. Cox and Mr. 
Greene to the extent that each will pay the same price 
for Beaver shares; (2) Continental’s purchase of 6,667 
shares would maintain its proportionate interest in 
Beaver; (3) Continental deems it prudent to restrict its 
purchase to 6,667 shares because after the proposed 
transaction is consummated Continental’s total 
investment in Beaver would constitute 9.9 percent of 
Continental’s net worth and it desires to maintain 
adequate diversification; and (4) each believes the 
proposed transaction to be fair, in its best interest, 
and not less advantageous to it than to the other 
participants. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 8, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicants at the addresses stated above. Proof of 
such service (by affidavit or, in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 8021/July 8, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
MEXLETTER BUSINESS & INVESTMENT SERVICE, 
et al. 

[United States District Court for the District of 
Columbia] CIVIL ACTION NO. 76-1660 


The Securities and Exchange Commission announced 
today that the United States District Court for the 
District of Columbia today entered a Judgment of 
Permanent Injunction (‘‘Judgment’’) against Mexlet- 
ter-Mexican Business and Investment Service (‘‘Mex- 
letter’), a registered investment adviser with the 
Commission located in Mexico City, Mexico, and 
Eugene C. Latham (‘‘Latham’’), controlling sharehold- 
er and president of Mexletter, restraining and enjoin- 
ing Mexletter and Latham from violations of the 
registration provisions of the Securities Act af 1933 
and the anti-fraud provisions of the Securities Act, the 
Securities Exchange Act of 1934 (‘‘Exchange Act’’) 
and the Investment Advisers Act of 1940 (‘‘Adviser’s 
Act’’). Mexletter and Latham consented to the entry of 
the Judgment without admitting or denying the 
allegations in the Commission’s complaint, which was 
filed against Mexletter and Latham on September 7, 
1976. 


The Commission’s Complaint charged that, from 1967 
and until the filing of the Complaint, Mexletter and 
Latham offered for sale and sold to U.S. investars un- 
registered securities, including promissory notes, 
certificates of deposit, ‘‘financial bonds” and 
‘‘financial certificates,’’ issued by certain Mexican 
investment banks (‘‘financieras’’), in violation of the 
registration provision of the Securities Act of 1933 
(‘‘Securities Act’’). The Complaint alleged violations 
of the anti-fraud provisions of the Securities Act and 
the Securities Exchange Act of 1934 (‘‘Exchange Act’’) 
in that the distribution of unregistered securities was 
effected by means of promotional materials containing 
numerous false and mis!eading statements of material 
fact and omissions to state material facts necessary to 
enable investors to make informed investment 
decisions. As part of the alleged violations, the 
Commission’s Complaint charged that Mexletter and 
Latham made false and misleading statements 
regarding the risks of investment in securities of 
Mexican financieras and failed to disclose certain risks 
of investment in such securities. 


The Commission’s Complaint also alleged violations 
by Mexletter and Latham of the Investment Advisers 
Act of 1940, (‘‘Advisers Act’’), including the 
anti-fraud, record-keeping and reporting requirements 
of the Advisers Act. The Complaint further alleged 
that Mexletter and Latham acted as broker-dealers 
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without registering with the Commission under the 
Exchange Act. 


In a Consent and Undertaking filed with the Court, 
Mexletter and Latham acknowledged Mexletter’s 
intent to withdraw as an investment adviser within 180 
days. In addition to the entry of the Judgment of 
Permanent Injunction against Mexletter and Latham, 
certain ancillary relief was undertaken and agreed to 
by Mexletter and Latham and ordered by the Court, 
including the following: 


(1) an undertaking to submit to the Commission, 
within 30 days, an acceptable plan for the treatment of 
existing clients and winding down Mexletter’s 
business with 180 days; 


(2) an agreement that, except for the activities per- 
mitted in the plan for winding down Mexletter’s 
business, and until Mexletter’s effective withdrawal as 
an investment adviser, Mexletter and Latham would 
not act as an investment adviser or as an associated 
person of any investment adviser; 


(3) an agreement to submit to the Commission copies 
of all communications with customers and to retain 
counsel to determine compliance with the securities 
laws; 


(4) an agreement that, after Mexletter’s withdrawal 
as an investment adviser, Mexletter and Latham will 
not act as an investment adviser or an associated 
person of an investment adviser, without registering 
with the Commission, subject to the prior approval of 
the Commission; 


(5) an undertaking to keep required books and 
records, subject to the provisions of the plan for 
winding down Mexletter’s business; 


(6) an undertaking not to use the name ‘‘investment 
counsel’’ except where permitted under the 
Investment Advisers Act of 1940; and 


(7) an agreement that, subject to Mexletter’s 
winding down plan, Mexletter and Latham will not act 
as a broker or dealer without registering with the 
Commission. 


The Court retains jurisdiction of the matter for all 
purposes. 





Litigation Release No. 8022/July 8, 1977 





SECURITIES AND EXCHANGE COMMISSION v. U.S. 
FINANCIAL, INC., et al. 

(United States District Court for the Southern District 
of California; Civil Action No. 74-92-T] 


The Securities and Exchange Commission announced 
that on June 30, 1977 United States District Court 
Judge Howard Turrentine ($.D. Cal.) issued an order 
with respect to Richard W. Arneson, Jr., Dennis P. 
Hill and A-H Properties, defendants in the above-cap- 
tioned action, (1) enjoining them permanently from 
violations of the antifraud provisions of the Federal 
securities laws; (2) enjoining them for a period of two 
years from directly or indirectly serving as an officer, 
director, promoter, ten percent stockholder or interest 
holder, general partner, or control limited partner, of 
any company or entity whose securities are publicly 
traded on any national or regiona! securities exchange 
or in the over-the-counter market and/or whose secur- 
ities are registered or required to be registered 
pursuant to Section 12 of the Securities Exchange Act 
of 1934, 15 U.S.C. 78/; and (3) ordering them to 
comply with an agreement entered in a separate 
proceeding in the Bankruptcy Court, which agreement 
provides, inter alia, for the return of certain monies and 
properties to U.S. Financial, Inc. 


Messrs. Arneson and Hill, who were charged with 
participating in a scheme to falsely inflate the earnings 
of U.S. Financial, Inc., consented to the order without 


admitting or denying the allegations of the Complaint. 
(See Litigation Release No. 6258, February 25, 1974.) 





Litigation Release No. 8023/July 8, 1977 


S.E.C. v. GENERAL REFRACTORIES COMPANY, et al. 
(United States District Court for the District of 
Columbia) 

(Civil Action No. 75-08009) 


The Commission announced that on June 17, 1977 the 
District Court for the District of Columbia entered 
orders of permanent injuntion against Hermann 
Mayer, Dan Mayer, Refrax Handels Anstalt, Magnesit 
Holding Company, A.G. and A.G. Fuer Magnesit 
Export (companies owned by Hermann Mayer) and 
Sanbil Handels Anstalt, enjoining them from violating 
the antifraud, reporting, proxy and stock ownership 
reporting provisions of the Federal securities laws. The 
orders also direct the defendants to file a corrected 
report on Schedule 13D; enjoin them from acquiring 
additional General Refractories (‘““GRX’’) securities for 
three years without receiving prior approval and 
consent of the Board of Directors of GRX and 
amending their Schedule 13D, from voting their GRX 


securities for three years (except that if the shares are 
needed for a quorum or if GRX intends to take action 
which the defendents believe would adversely affect 
their interests they may give a proxy to a third person 
satisfactory to the Commission who shall vote the 
shares), from seeking or accepting representation on 
the GRX Board for three years (except that if the GRX 
Board requests the defendants to join the Board or 
accept representation, the defendants must give the 
Commission 30 days written notice of their intention), 
from disposing of GRX shares for a period of 45 days 
and, with respect to Sanbil, from disposing of 10,000 
GRX shares until it has filed the corrected report on 
Schedule 13D; and direct the defendants to notify the 
Commission of the identities of purchasers of their 
GRX stock in other than non-open market sales. 


Such judgments were entered by consent, without the 
defendants admitting or denying the allegations, and 
pursuant to a Stipulation of Settlement ordered by the 
Court on September 1, 1976 which provided, among 
other things, that the judgments against the so-called 
‘*Mayer defendants’’ and Sanbil would be entered fol- 
lowing an investigation to be conducted by an 
Independent Special Counsel, appointed pursuant to 
the judgment against GRX, into various matters 
described in the Complaint and the judgment against 
GRX and following notification by the Commission that 
it did not object to, or, if the Commission did object, to 
final entry of an order over the Commission’s objection 
relating to, a proposed settlement of certain private 
derivative actions pending in the Eastern District of 
Pennsylvania. Such settlement is to be based upon a 
proposed business transaction between GRX and 
Hermann Mayer whereby GRX is to purchase from 
Mayer, for approximately $5 million, several of his 
companies which distribute GRX’s products and the 
purchase of Mayer’s interest in an Israeli company. 
The Commission’s Complaint had alleged, among 
other things, that while Mayer and entities owned or 
controlled by him were substantial stockholders of 
GRX, Mayer’s companies had realized excessive 
commissions in connection with sales of GRX’s 
products and had interpositioned itself in connection 
with purchases of ore from certain GRX subsidiaries 
and resales of such ore by Mayer’s companies at 
mark-ups to other GRX subsidiaries. The Commission 
made a prima facie showing that these transactions 
were injurious to GRX on a motion for a preliminary 
injunction, which was granted. 400 F. Supp. 1248 
(D.D.C. 1975) The Commission has reviewed the 
Independent Special Counsel’s report of investigation, 
which concluded that Mayer’s activities benefited GRX 
economically by helping GRX avoid foreign taxes, 
export controls and other foreign local regulations, the 
opinion of a merchant bank as to the fairness of the 
terms of the transaction, and other materials, and has 
notified Mayer that it does not object to the proposed 
settlement of the private law suits. Accordingly, the 
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appeal from the preliminary injunction will be 
dismissed by consent of the ‘‘Mayer defendants’’ and 
Sanbil and the case will be terminated. 


See Litigation Release Nos. 6898 and 7544. 





Litigation Release No. 8024/July 11, 1977 


U.S. v. MAURICE A. LUNDY, et al. 
(D.C. Rhode Island) 
(CR-7764 and CR-7765) 


The Honorable Lincoln C. Almond, United States 
Attorney for the District of Rhode Island and Floyd H. 
Gilbert, Regional Administrator for the Boston 
Regional Office of the United States Securities and 
Exchange Commission today jointly announced that a 
Federal Grand Jury sitting in Rhode Island had 
returned two multi-count indictments against a Rhode 
Island broker and two of his associates. 


One indictment charged Maurice A. Lundy 
(‘‘Lundy’’), a broker-dealer in securities with offices in 
Providence, Rhode Island, with violations of the 
anti-fraud provisions of the Securities Act of 1933, the 
registration provisions of that statute, the anti-fraud 
provisions of the Securities Exchange Act of 1934 and 
the mail fraud statute, as well as conspiracy to violate 
those laws, in connection with the offer and sale of 
scotch whiskey warehouse receipts to residents of 
Rhode island, Massachusetts and other states 
throughout the United States. The indictment also 
named David R. Allard, vice-president in charge of 
marketing for Scotch Whiskey, Ltd., a Lundy affiliate 
in Providence, Rhode Island, as a co-conspirator and 
defendant in connection with the foregoing violations. 


Lundy resides at 11 Zane Street, Cranston, Rhode 
Island, and David R. Allard resides at 2 Bishop 
Avenue, Seekonk, Massachusetts. 


The indictment alleged, among other things, that the 
defendants offered and sold scotch whiskey warehouse 
receipts without a registration statement being in 
effect as to such securities with the United States 
Securities and Exchange Commission. 


The indictment further alleged, among other things, 
that the defendants misrepresented certain facts, 


including the fact ‘‘that an investment in scotch 
whiskey was insured for profit and growth’’ and ‘‘that 
investors in malt whiskey would realize a guaranteed 
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appreciation.’’ According to the indictment, the 
defendants, among other things, omitted to tell 
investors about the existence of an investigation by the 
S.E.C., negative facts with respect to scotch whiskey 
receipts uncovered by their own investigation and that 
all scotch whiskey covered by receipts sold by the 
defendant was not in “good order, set up properly and 
under expert supervision.” 


In 1972, Lundy and Scotch Whiskey, Ltd. were the 
subjects of civil litigation brought by the S.E.C. in 
which the federal court in Rhode Island, in a first in 
the nation decision, ruled that scotch whiskey various 
notes and financial obligations by the Lundy brokerage 
firm, M.A. Lundy Associates and two affiliates of that 
firm, Financial Associates, Inc., of Providence, Rhode 
Island (now in receivership) and Kayhill Corporation, 
also of Providence. Also named as a defendant and 
co-conspirator was Kathryn A. Allard, an officer of 
Financial Associates, Inc. and Kayhill. 





Litigation Release No. 8025/July 13, 1977 


SEC v. ROYAL AMERICAN CHINCHILLA, INC., et al. 
(D. Kansas, Civil Action) 


Robert H. Davenport, Regional Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced that on July 5, 1977, a 
complaint was filed in the United States District Court 
for the District of Kansas at Kansas "City, Kansas, 
against Royal American Chinchilla, Inc., Universal 
Acceptance, Inc., and Universal Advertising Associ- 
ates, all of Kansas City, Kansas, Donald W. Bishop of 
Overland Park, Kansas, Charles E. Stites of Kansas 
City, Kansas, and Kenneth R. Larsen of Holt, 
Missouri, alleging violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer for sale and sale of 
investment contracts and evidences of indebtedness in 
chinchilla herd breeding programs. 


The complaint alleges, among other things, that in 
connection with the above offers for sale and sales, the 
defendants made untrue statements of material facts 
and omitted to state material facts to purchasers and 
prospective purchasers of the chinchilla breeding 
programs, and seeks a preliminary and permanent 
injunction against these parties prohibiting them from 
violating the registration and antifraud provisions of 
the federal securities laws. 














Litigation Release No. 8026/July 13, 1977 


S.E.C. v. GENERAL DYNAMICS CORPORATION AND 
LESTER CROWN 
(N.C. Ill. No. 77 C 2454) 


William D. Goldsberry, Regional Administrator of the 
Chicago Regional Office, announced that on July 8, 
1977, the Commission filed a complaint in the United 
States District Court for the Northern District of Illinois, 
Eastern Division, seeking a permanent injunction 
against General Dynamics Corporation (General 
Dynamics) and Lester Crown (Crown) from further 
violations of the proxy provisions of the Securities 
Exchange Act of 1934 and from making or causing to be 
made false and fictitious entries in the books and 
records of General Dynamics. The Commission’s 
Complaint alleges that: 


(1) The 1974 proxy materials of General Dynamics in 
which Crown was first nominated for a directorship of 
General Dynamics failed to disclose the following facts: 


(a) In May, 1972 Crown provided $8,000 of his 
personal funds to others so that they might make 
payments intended to influence members of the 
General Assembly of the State of Illinois in connection 
with proposed ready mix concrete truck legislation; 


(b) When the aforementioned legislation was vetoed 
in August, 1972, the $8,000 payment was returned to 
Crown, however, in October, 1972, he provided an 
additional $15,000 of his personal funds to others so 
they might make payments to members of the General 
Assembly of the State of Illinois; 


(c) During 1972 and 1973 certain officers and 
employees of Material Service Corporation, a 100% 
owned subsidiary of General Dynamics, at the direction 
of Crown, submitted and received payment on expense 
acccounts which included false expenses. This was 
done pursuant to a plan to reimburse Crown for all the 
aforementioned payments made from his_ personal 
funds. 


(d) The cash received by those individuals on account 
of the fictitious expenses, aggregating $7,600 by June, 
1973, was given to Crown. 


(2) The 1975 and 1976 proxy materials of General 
Dynamics failed to disclose information regarding the 
above-mentioned falsification of corporate records due 
to the inflation of expense accounts by Material Service 
Corporation officers and employees and reimbursement 
of Crown with monies generated from the inflated 
aforementioned expense accounts. Simultaneously with 
the filing of the Complaint, without admitting or 
denying the allegations of the Complaint, General 
Dynamics and Crown consented to the entry of a Final 


Judgment of Permanent Injunction by the District 
Court against violations of the proxy provisions of the 
Federal securities laws. 


In addition to the consenting to the entry of a Judgment 
of Permanent Injunction, General Dynamics and Crown 
agreed, among other things, to cause General 
Dynamics and its subsidiaries to issue to their officers 
and appropriate employees intracorporate guidelines 
for the proper use and disbursement of corporate 
funds. 





Litigation Release No. 8027/July 14, 1977 


SEC v. HJH, INC. et al 
(N.D. Tex.) CA 3-76-1611-F 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that Federal Judge 
Patrick E. Higginbotham, Dallas, Texas, on July 1, 
1977, sentenced John P. Poulos, Dallas, to three 
months imprisonment and two years nine months 
probation. Poulos had previously pleaded guilty to one 
count of mail fraud. 


With the exception of Heinz Jurgen Hesse, other 
defendants were sentenced by Judge Higginbotham on 
June 24, 1977. 


Defendant Hesse, Dallas, formerly of West Germany, 
failed to appear for sentencing on June 24 and Judge 
Higginbotham issued a bench warrent for his arrest. 


For further information, see Litigation Release Nos. 
7702, 7750, 7786 and 7974. 





Litigation Release No. 8028/ July 14, 1977 


U.S. v. William H. Brown, et al. 
(W.D. Pa., Criminal Action No. 76-281) 


Blair A. Griffith, United States Attorney for the 
Western District of Pennsylvania, and Paul F. Leonard, 
Administrator of the Washington Regional Office and 
Thomas H. Monahan, Assistant Regional Administra- 
tor of the Philadelphia Branch Office announced that on 
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July 1, 1977, Judge William W. Knox of the U.S. 
District Court for the Western District of Pennsylvania 
imposed sentences on William H. Brown and Dale R. 
McDonald. Brown and McDonald had been found 
guilty by a jury of 19 counts of securities fraud, mail 
fraud, the sale of unregistered securities and 
conspiracy to violate these statutes in connection with 
the offer and sale of over $1.7 million in investment 
contracts of Investors Security Leasing Corporation, 
Monroeville, Pennsylvania. 


Brown was sentenced to a term of two years 
imprisonment on each of the securities related counts, 
such sentences to run concurrently; a term of two 
years imprisonment on each of the mail fraud counts, 
such sentences to run concurrently; and a term of two 
years imprisonment on the conspiracy count. Judge 
Knox further ordered that each of the above two year 
sentences are to run consecutively. Execution of 
Brown’s sentence was stayed until July 15. 


McDonald was sentenced to a term of two years 
imprisonment on the conspiracy count. He received a 
term of one year imprisonment on each of the securities 
related counts, such sentences to run concurrently. He 
also was sentenced to a term of one year on each of the 
mail fraud counts, such sentences to run concurrently. 
Judge Knox further ordered that the above sentences of 
two years, one year, and one year, are to run 
consecutively. Execution of McDonald’s sentence was 
stayed until July 15. 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 471July 11, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 31, 1977 to 
request a hearing on an applicatin by American 
Airlines, Inc. pursuant to Section 310(b)(1)(ii) of the 
Trust Indenture Act of 1939 declaring that the 
trusteeship of Bankers Trust Company under certain 
existing indentures and under a proposed indenture is 
not so likely to involve a material conflict of interest as 
to make it necessary in the public interest or for the 
protection of investors to disqualify Bankers Trust 
Company from acting as Trustee under one of these 
indentures. 





TRUST INDENTURE ACT OF 1929 
Release No. 475/July 12, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act of 1939 on 
application of Atlantic Richfield Company and ARCO 
Pipe Line Company that the trusteeships of Morgan 
Guaranty Trust Company of New York under three 
indentures qualified under the Trust Indenture Act of 
1939, and a new indenture not to be so qualified, are 
not so likely to involve a material conflict of interest as 
to make it necessary to disqualify Morgan Guaranty 
Trust Company of New York from acting as trustee. 
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